
$ STATE OF UTAH FORM 3
DEPARTMENT OF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING AMENDED REPORTÛÛ (highlight changes)
5. MINERALLEASE NO: 6. SURFACE:

APPLICATION FOR PERMIT TO DRILL FEE-BH-61504 Fee

1A. TYPE OF WORK: DRILL 2 REENTER DEEPEN
7. IF INDIAN,ALLOTTEE OR TRIBE NAME:

B. TYPE OF WELL: OIL GAS 2 OTHER CBM SINGLE ZONE MULTIPLEZONE
8. UNITOr CA AGREEMENT NAME:

2. NAMEOF OPERATOR: 9. WELL NAMEand NUMBER:

Ute Oil Company (dba A.C.T. Operating Company) Kenilworth Railroad Well #1
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:

201 W. Wall Street #806 Midland TX 79701 (432) 683-4640 Helper Field
4. LOCATIONOF WELL (FOOTAGES) 11. QTR/QTR, SECTION, TOWNSHIP, RANGE,

MERIDIAN:
ATSURFACE: 1289.9' FEL and 494.6' FSL SESE 16 13S 10E
AT PROPOSED PRODUCING ZONE: FERRON COALS $Ñ $//O / / , 9 O I J/§j

14. DISTANCE IN MILESAND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:

Adjacent to townof Kennilworth Carbon UTAH

15. DISTANCE TO NEAREST PROPERTY OR LEASE LINE(FEET) 16. NUMBEROF ACRES IN LEASE: 17. NJMBER OF ACRES ASSIGNED TO THIS WELL:

1289.9' FEL and 494.6' FSL 160
18. DISTANCE TO NEAREST WELL (DRILLING.COMPLETED, OR 19. PROPOSED OEPTH: 20. BOND DESCRIPTION:

APPLIED FOR) ON THIS LEASE (FEET)
4,600 Irrevocable Letter of Credit

21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.); 22. APPROXIMATE DATE WORK WILLSTART: 23. ESTIMATED DURATION:

GR = 6584' 1/15/2005 1 Month

24. PROPOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE CASING SIZE, GRADE,AND WEIGHT PER FOOT SETTING DEPTH CEMENT TYPE, QUANTITY,YIELD.AND SLURRY WEIGHT

12 1/4" 8 5/8" J-55 24 #lft 320 Class G + 2% CACL2 240 sacks 1.15 cu.ft.lsk 15.8 ppg,
plus FL additive

7 7/8" 5 1/2" J-55 17 #lft 4,600 Lead: Lite Wt. cernent 160 sacks 3.36 cu.ft.lsk 10.5 ppg
Tail:Cem Crete blend 210 sacks 2.07 cu.ft.lsk 10.5 ppg

RECEIVED
NOV23 208

25. ATTACHMENTs DIV.OFOlL,GAS&MINING
VERIFYTHE FOLLOWINGARE ATTACHED INACCORDANCE WITH THE UTAHOIL AND GAS CONSERVATION GENERAL RULES:

WELL PLAT OR MAP PREPARED BY LICENSED SURvEYOR OR ENGINEER COMPLETE DRILLINGPLAN

2 EVIDENCE OF DIVISIONOF WATER RIGHTS APPROVAL FOR USE OF WATER FORM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THANTHE LEASE OWNER

NAME(PLEASE PRINT) Mary Tesitor
TITLE Engineering Tech, Oso Energy agent for A.C.T. Op

SIGNATURE DATE 11/18/2004

(This space for State use only)

r Appoved by the 3Utah Division of I
APINUMBERASSIGNED APPROVAL: Oil,Gas and
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THE PURPOSE OF THIS SURVEY IS TO LOCATE AND DESCRIBE A WELL SITE FOR UTE
OIL COMPANY,AND IS SITUATED IN THE SOUTHEAST QUARTER OF SECTION 16,
TOWNSHIP 13 SOUTH, RANGE 10 EAST, SALT LAKEBASEANDMERIDIAN, CARBON

i COUNTY, UTAH.
LU -

2A-1077-F-16 THE BAS1SOF BEARINGUSED FOR THIS SURVEY IS SOUTH88°16'02" EASTBETWEEN
U.S.A. 8 THE SOUTHWEST CORNER ANDTHE SOUTHEAST CORNER OF SAID SECTION 16.

120 AC, z
THE BASIS OF ELEVATION USED FOR THIS SURVEYIS 6561 FEET (NGVD 1929) ATTHE

¯ ¯

SOUTHWEST CORNER OF SAID SECTION 16, AS SHOWN ON THE HELPER, UTAH 7.5'
QUADRANGLE.

SITE DESCRIPTION
A PROPOSED DRiLL HOLESITUATED IN THE SOUTHEAST QUARTER OF SECTION 16,
TOWNSHIP 13 SOUTH, RANGE 10 EAST, SALT LAKEBASEANDMERIDIAN, CARBON
COUNTY,STATE OF UTAH, SAIDDRILLHOLE IS LOCATED1289.2 FEET WEST AND 569.5
FEET NORTH FROM THE SOUTHEAST CORNER OF SAIDSECTION 16.

CERTIFICATE OF SURVEY
02-430 I, BRUCE T. S. WARE, DO HEREBY CERTIFY THAT IAM A REGISTERED LAND

BLACKHAWK COAL CO. SURVEYOR, CERTIFICATE NO. 153834 AS PRESCRiBED BY THE LAWSOF THE STATE
OF UTAH. I FURTHER CERTIFY THAT I HAVEMADEA SURVEYOF THE TRACTOF
GROUND SHOWN AND THAT IT IS TRUE AND CORRECT TO TEE BEST OF MY
KNOWLEDGE IT DOES NOT PURPORT TO SHOW ALL EASEMENTSOF RECORD, NOR
iS IT PROOF OF OWNERSHIP.
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K R e - BRLECÈ†.S. WARE, M
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WARESURVEYING& ENGINEERINGLLC.
Phone: 435637-2620 2223 North 1200 West

LEGEND
Email: waresunreying@emeryt¾com.net Helper Utah 84526

SURVEYFOR:

FOUND MONUMENT UTE OIL COMPANY
KENILWORTHRAILROADWELL#1

NOT FOUND KENILWORTHRR WELL#1 KENILWORTH, CARBONCOUNTY, UTAH
GRAPHIC SCALE SECTION 16, T. 13 S., R. 10 E., S.L.B. & M.
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900 Main Ave, Suite D Ph: 970-247-4126
Darango, CO 81301 Fax: 970-247-1047

HelloMark -

I copiedyou on this letter to the residents of Kenilworthso that you could see we are
communicating.I received a letter fromBillHefner several daysafter our on-site
inspectionof the Ballparkwell location. Do youthinkit would be possible for you to
release your comments to SaltLake regarding the Ballparkwell? I would surelylike to
get our permitin Januarysome time. I hopeyou see that we are doingall we canto work
with the residentsof Kenilworth. I appreciate yourconsideration.

RECEIVEg
DEC20 2004

OGMPRICEFIELD
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900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

Mr. Bill Heffner December 15, 2004
Ms. VirginiaShepherd
Mr. Ray Hansen
HCR35, Box 93
Kenilworth, UT 84529

Re: Gas Wells Near Kenilworth

Dear Residents of Kenilworth:

Thank you very much for your letter of December 13. I ampleased to hear that you came
to a general consensus concerning the gas well issues. I know it has been challenging and
I do understandyour frustrations. As I statedon October 16, Oso Energy is committedto
beinga good corporate citizen and to creatingas positivea public relations image as
possible. I am writing this letter in response to your concerns and suggestions.

We agree that a progressing cavity pump is the smallestand quietest pump that is
acceptable for use in coalbed methane production. We will agree to using this typepump
in the Ballpark Canyon Well #1, the Kenilworth Railroad We11#1and #2. These are the
threewells you have expressed concerns aboutnoise. It will be important to house the
surface drive units to insure that they are quiet and we will agree to do this. It is our
intent to paint the pump houses a color that will blend in with the surroundings. The
houses will also be locked to prevent accidents or vandalism.

The next issue is the roads to access the well sites. As you state in your letter, accessing
the Kenilworth Railroad Wells #1 and 2 by existing dirt roads will avoid using paved
community streets. The only way to access theBallpark well is to irnprove the old road
that faces Kenilworth from the north (across the hillside) and come in to this road by way
of the existing dirt road from the Kenilworth Railroad Well #1. If you would prefer, we
could use thepaved road (SecondNorth Street?) ratherthan improvingthe old dirt road.
Please let me know what you would prefer. We will agree to use magnesium chlorideonall of our dirt roads and the well pads at the Ballpark and K. Railroad #1 wells for dust
reduction.

The last issue is probably the most difficult. The manner in which you prioritized your
list is an excellent method to communicateyourdesires. I would like to suggestthat I
contact
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a local landscape design firm and discuss the redevelopment of the old townpark in the
southeast corner of Kenilworth. I have personally been there and understand clearly what
you are addressing. We could put togethera plan andpresent it to you for your comments
and ultimate approval. I wouldn't want to committo a specificplan of action at this time
until we investigatethe costs involvedbut I like the general idea very much. I also think
that a "Welcome to Kenilworth" sign would be very worthwhile project. Perhaps we
couldoffer some options for that and you couldinvolveyour communityin decidingwhat
theywant.

OsoEnergy is in the business of developing coalbedmethane resources. We are a
technicalteam not a public relations firm. But we do have strong values and I wanted
very much to communicate that to you at our first meeting. I appreciate your willingness
to work with us in an even temperedmanner. With the attitude you present in your letter,
I am confident that we can work together to come up with a mutually beneficial plan.
Thanks again for your time and effortand I will contactyou as soon as possible with a
park redevelopment plan.

Verytrulyyours,

G L. Trotter
Vice President

Cc: CarbonCountyCommissioners
Ms. Gayla Williams, CarbonCounty
Mr. Mark Jones, State of Utah
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September30,2004

Division of Oil, Gas & Mining
1594 W.N. Temple, Suite 1210
Salt Lake City, UT 84114-5801

To WhomIt May Concern:

In referenceto the State Oil and Gas Conservation rule R649-3-3, the A.C.T. Operating Well,Kenilworth
RR #1, is an exception to this rule due to topography.

There are no additional lease owners within 460' of the proposed location. If you have anyquestions
please contact either Mary Tesitor or Gary Trotter at 970-247-4126.

Thank you,

Mary Tesitor
EngineeringTechnician
Oso Energy Resources Corp.
Agent for A.C.T. Operating Company

900 Main Ave, Suite D Ph: 970-247-4126Durango, CO 81301
Fax:
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ate of Utah
DEPARTMENT OF NATURAL RESOURCES

.- Division of Water Rights
OLENE S. WALKER ROBERT L MORGAN JERRY D. OLDS

Governor Executive Director State Engineer/Division Director
GAYLE F. McKEACHNIE

Lieutenant Governor

September 2, 2004

Oso Energy Resources Corp.
Attn: Mary Tesitor
900 MainAvenue SuiteD
Durango Colorado 81301

Re: Drilling Process Water
Helper Field - Carbon County, Utah

Dear Mary:

In response to your letter dated August 27, 2004, please be advised that if RN Industries will be
using water from either Price City, or Price River Water Improvement District (PRWID), it will
not be necessary to obtain a water right for the drilling of the five proposed wells.

I hope this will answer the questions about the need for a water right. Shouldyou have fi1rther
questions, please feel free to call.

Sincerely,

Mark P. Page
Regional Engineer

MPP/mjk

/SoutheastemRegion, Price Office,453 S Carbon Avenue, P.O.Box 718, Price, UT 84501-0718
telephone (435)ó37-1303•facsimile (435) 637-7937•www.waterrights.utah.gov Where ideas

ate of Utah
DEPARTMENT OF NATURAL RESOURCES

.- Division of Water Rights
OLENE S. WALKER ROBERT L MORGAN JERRY D. OLDS

Governor Executive Director State Engineer/Division Director
GAYLE F. McKEACHNIE

Lieutenant Governor

September 2, 2004

Oso Energy Resources Corp.
Attn: Mary Tesitor
900 MainAvenue SuiteD
Durango Colorado 81301

Re: Drilling Process Water
Helper Field - Carbon County, Utah

Dear Mary:

In response to your letter dated August 27, 2004, please be advised that if RN Industries will be
using water from either Price City, or Price River Water Improvement District (PRWID), it will
not be necessary to obtain a water right for the drilling of the five proposed wells.

I hope this will answer the questions about the need for a water right. Shouldyou have fi1rther
questions, please feel free to call.

Sincerely,

Mark P. Page
Regional Engineer

MPP/mjk

/SoutheastemRegion, Price Office,453 S Carbon Avenue, P.O.Box 718, Price, UT 84501-0718
telephone (435)ó37-1303•facsimile (435) 637-7937•www.waterrights.utah.gov Where ideas



0 0

900 Main Ave, Suite D Ph: 970-247-4126

Durango, CO 81301 Fax: 970-247-1047

November 18, 2004

Division of Oil, Gas & Mining
1594 W.N. Temple, Suite 1210
Salt Lake City, UT 84114-5801

Attn: Diana Whitney

RE: Kenilworth Railroad Well#1
New APD and Drawings

Dear Diana,

Please findenclosed the a new Applicationto Drill, Form 3 for the Kenilworth Railroad #1 indicatingthe
correct Location and Footages of the well. Included are the supplementaldrawings of the location and

drillingplan. I have faxed a copy to Mark Jones per his request.

As always please let me know if we need to submit any further documents etc.

Thank you,

MS RECEIVED
Mary Tesitor
Engineering Technician NOV23 2004
Oso Energy Resources Corp.
Agent for A.C.T. Operating Company DIVOFOIL,GAS&
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900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

Drilling Prognosis

Oso Energy Resources Corp.
Agent for A.C.T. Operating Company

Kenilworth Railroad Well #1

Tl3S-Rl0E - SE Qtr.Section 16
Carbon County, Utah

Summaryof DrillingPlan: Oso Energy Resources Corp. proposes to spud this well with a 12 ¼" bit and
drill to 320' or to a competent shale bed where new 8 5/8" 24.0# J-55 ST&C surfacecasing will be set and
cemented to the surface. After WOC for 12 hours, the BOP's will be installed and tested. Then a 7 7/8"
holewillbe drilled to a TD of approximately 4,600' with air mist. The TD of this well will be
approximately 150' below the base of the Ferron Coals. The well will be electric logged and then new 5
½" 17.0 # J-55 LT&C production casing will be run to TD and cemented with approximately 1,000 cu. ft.
of lightweightcement. The cement will cover from TD to the surface. The target zones are the Ferron
Coals whichwillbe perforated then fracture stimulatedwith sand and a gel carryingfluid. The well will be
cleaned up using swabbing then put on a conventionalbeam pump with a downhole pump, rods and
pumping unit. The unit will be powered with an electricmotor.

I. Geologic Marker Tops (Ground Elevation = 6,585')
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ii. Surface
12 ¼" hole, 8 5/8", 24#, J-55, LT&C from surface to 320'.

iii. Production
7 7/8" hole, 5 ½", 17#, J-55, LT&C from surfaceto TD of 4,600'

iv. Tubing
2 3/8", 4.7#, EUE

b. CementingProgram
i. Surface Casing

Well Data Downhole Accessories
Depth: 320' Casing guide shoe
Casing: 8 5/8" Float collar
Open Hole: 12 ¼" Centralizers to be run as specified
Annulus Vol.: 0.4127 cu it./ft.

Cement Specifications
240 Sx. Class G + 2% calcium chloride
Density: 15.8 ppg
Yield: 1.15 cu.fl./sx.
Cmt.Top: Circulated to surface

ii. Production Casing

WellData Downhole Accessories
Depth: 4,600' Casing guide shoe
Casing: 5 ½" Float collar
Open Hole: 7 7/8" Centralizers to be run as specified

ÇementSpecifications
160 Sx. Lead of Liteweight Cmt.
Density: 10.5 ppg
Yield: 3.36 cu. ft./sk.

210 Sx. Tail of Chem Creteblend
Density: 10.5 ppg
Yield: 2.07 cu. ft./sk.

iii. Casing Test Pressures at
Surface Casing: & psi for 30 minutes
Production Casing: 1,500 psi for 30
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IV. Drilling Fluids Program

Devth Bit Size Mud Wt.(ppg) Viscosity (sec.) Fluid Loss
0 - 320' 12 ¼" 8.4 40-50 NA
320 - TD 7 7/8" Air mist NA NA

V. Logging, Coring and DST's

a. Electric log suite: Surface Csg. to TD: PlatformExpress: Array Induction, SP, GR, Caliper,
Triple Litho Density, Compensated Neutron

b. Mud Logger to be determined. To begin loggingaftersurface casingset.
c. Coring: None
d. No DST's are planned.

VI. Abnormal Conditions

a. No abnormalpressures are anticipated.
b. Hydrogen sulfide is not present in offset wellsand is not expected in this well.
c. Abnormallyhigh temperatures are not expected at this location.

VII. Additional Information

a. Six coal zones are identified on the closest offset log and will be recommended for completion.
They are 3', 4', 5', 2', 4', and T thick from 4,284' through 4,414'.

b. A conventional formationcore willbe takeninthisfield at somepoint but not on this
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STATEOF UTAH FORM $

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL,GAS AND MINING

DESIGNATIONOF AGENTOR OPERATOR

The undersigned is, on record, the holder of oil and gas lease

LEASE NAME: See Exhibit "A"

LEASE NUMBER:

and hereby designates

NAME: Oso Energy Resources Corp.

ADDRESS: 900 Main Avenue, Suite D

city Durango state CO zip 81301

as his (check one) agent G / operator G, with full authorityto act in his behalf in complying with the termsof the lease andregulationsapplicable theretoand on whom the Division Director or Authorized Agent may serve written or oral instructions insecuringcompliancewith the Oiland Gas Conservation General Rules and Procedural Rules of theBoard ofOil,Gas and Miningof theState of Utah with respect to:

(Describe acreage to which thisdesignation is appilcable. Identifyeach oiland gas wellby API numberand name. Attach additionalpages asneeded.)

See attached Exhibit "A"

It is understood thatthis designation of agent/operator does not relieve the lessee of responsibilityfor compliancewiththetermsof the lease and theOiland Gas Conservation General Rules and Procedural Rules of the Board of Oil, Gas and Miningof theState of Utah. It is also understood thatthis designation ofagent or operatordoes not constitute an assignment ofany interest inthe lease.

In case of default on the part of thedesignated agent/operator,thelessee willmake full and prompt compliancewithall rules, leaseterms or orders of the Board of Oil, Gas and Mining of the State of Utah or its authorized representative.

The lessee agrees to promptlynotifythe Division Director orAuthorized Agent of any change in thisdesignation.

Effective Dateof Designation: 7/1/2004

BY: (Name) Do ¡AUd W. ÑAYNON OF: (Company) UteOilCompany(dbaA.C.TOperatingCompany)

(Signature) 4 Wr (Address) 201 W. Wall Street
(Title) ¶ :WP¿t/T city Midaland
(Phone) N2. ÉÑ$ (p ŸU state TX zip 79701
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EXHIBIT"A"

Listingof lands owned by Blackhawk CoalCompany as related to the Mineral
Exploration & Development Agreement

Dated Jµµg I J¤o4
Between

Blackhawk Coal Company
&

Ute Oil Company (A.C.T. Operating Company)

AIILands are in Carbon County, Utah.

Township 13 South, Ranqe 10East 100% Surface, 100% Coal, 100% Oil & Gas
Comments Acres

Section 2 AII 640
Section4 S/2SW, SWSE 120
Section 8 S/2S/2 160
Section 9 AII less SWNW 600
Section 10 SE, E/2SW 240
Section 11 SW 160
Section16 NW, SW, SE, SENE 520
Section 17 NE, N/2NW 240
Section 18 N/2NE 80

Total Acres of 100% Surface, 100% Coal, 100% Oil & Gas 2,760

Township 13 South, Range 10East 100% Surface,100% Coal,50% Oil& Gas
Comments Acres

Section5 N/2N/2 160
Section 6 N/2NE, NW, S/2SE

480 *50%

Net Oil& Gas Acres @50% 240

Township 13 South, Ranqe 10East 100% Surface Only-No Minerals
Comments Acres

Section 14 NWNW 40
Section15 E/2NE, SE 240
Section 20 SESE 40
Section 22 N/2NE 80
Section 28 NWNW 40
Section29 NENE 40

Total Acres of 100% Surface Only-NoMinerals 480

29

Doc#232436.v7 Date: O&2&2004 10:58

0 0
EXHIBIT"A"

Listingof lands owned by Blackhawk CoalCompany as related to the Mineral
Exploration & Development Agreement

Dated Jµµg I J¤o4
Between

Blackhawk Coal Company
&

Ute Oil Company (A.C.T. Operating Company)

AIILands are in Carbon County, Utah.

Township 13 South, Ranqe 10East 100% Surface, 100% Coal, 100% Oil & Gas
Comments Acres

Section 2 AII 640
Section4 S/2SW, SWSE 120
Section 8 S/2S/2 160
Section 9 AII less SWNW 600
Section 10 SE, E/2SW 240
Section 11 SW 160
Section16 NW, SW, SE, SENE 520
Section 17 NE, N/2NW 240
Section 18 N/2NE 80

Total Acres of 100% Surface, 100% Coal, 100% Oil & Gas 2,760

Township 13 South, Range 10East 100% Surface,100% Coal,50% Oil& Gas
Comments Acres

Section5 N/2N/2 160
Section 6 N/2NE, NW, S/2SE

480 *50%

Net Oil& Gas Acres @50% 240

Township 13 South, Ranqe 10East 100% Surface Only-No Minerals
Comments Acres

Section 14 NWNW 40
Section15 E/2NE, SE 240
Section 20 SESE 40
Section 22 N/2NE 80
Section 28 NWNW 40
Section29 NENE 40

Total Acres of 100% Surface Only-NoMinerals 480

29

Doc#232436.v7 Date: O&2&2004 10:58



e 0

EXHIBIT"B"

IRREVOCABLESTANDBYLETTEROF CREDITFORMAT
DATE OF ISSUANCE:

[Address]

RE: Credit No.

We hereby establish our Irrevocable Standby Letter of Credit in your favor for
theaccountof (the "Account Party"), for the
aggregate amountnot exceeding United States Dollars
($ ),availableto you for payment at sight upon demand at our counters
at (Location) on or before the expiration hereof against presentation to us of the
following document, dated and signed by a representativeof the beneficiary:

"The Account Party has not performed in accordance with an agreement withus.
Wherefore, the undersigned does hereby demand payment of USD [Beneficiary

fills in the amountnot to exceed the full value of the letter of credit]"

Partialand multipledrawings are permitted hereunder.

We hereby agree with you that documents drawn under and in compliancewith
theterms of thisLetter of Credit shall be duly honored upon presentation as specified.

This Letter of Credit shall be governed by the Uniform Customs and Practice for
Documentary Credits, 1993 Revision, International Chamberof Commerce Publication
No. 500 (the "UCP"), except to the extent that the terms hereof are inconsistent withthe
provisions of the UCP, including but not limited to Articles 13(b) and 17 of the UCP, in
which case the terms of this Letter of Credit shall govern.

In the event of an Act of God, riot,civilcommotion,insurrection, waror any other
cause beyond our controlthat interrupts our business (collectively,an "Interruption
Event") and causes the place for presentation of this Letter of Credit to be closed for
business on the last day for presentation, the expiry date of this Letter of Credit willbe
automaticallyextended withoutamendment to a date thirty(30) calendar days afterthe
place for presentation reopens for business.

AIIcommissions,expenses and charges incurred with thisLetter of Creditare for
the accountof theAccount Party.

{Note:Must note the Expiry Date in the format}

30
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OIL, GASAND COALBEDMETHANELEASE
This agreement ("Lease") is effective this lá day of p ,

2004, by and between BLACKHAWK COAL COMPANY, a Utah corporation with an

address at 700 Morrison Road, Gahanna, Ohio 43230 ("Lessor") and UTE OIL

COMPANY,a Texas corporation, dba A.C.T. OPERATINGCOMPANY,whose address is

201 W. Wall Street, Suite 806, Midland, TX 79701 ("Lessee");

1. GRANTINGCLAUSE: Lessor, for and in consideration ofTen Dollars ($10.00)per

net mineral acre and other valuable consideration, the receipt of which is hereby

acknowledged, and for and in consideration of the covenants and agreements

hereinafter contained on the part of Lessee, has granted, demised, leased and let

and by these presents does grant, demise, lease and let exclusively unto Lessee

all of Lessor's right, titleand interest in the lands located in the Utah County of

Carbon described in EXHIBITA attached hereto and made a part hereof, consisting

of 3,000 mineralacres and 480 surface acres, more or less, including any interests

thereinwhichLessor may hereafter acquire in Township 13 South 10 East, Carbon

County, Utah, by reversion, prescription or otherwise, and also including any

accretions and any small strips or parcels of land now or hereafter owned by Lessor

which are contiguous or adjacent to the subject lands, (the "Leased Premises") for

the purpose of exploring(including the right to conduct geophysical surveys),

drilling,operating, producing, saving,takingcare of, treating,processing, storing

on the surface and transportingand marketing coalbed methane, oil, liquid

hydrocarbons, gas, or any of theirconstituentproducts, including injecting gas,

waters,other fluids and air intoall subsurface, coal strata horizons and formations
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without liability to Lessor for migration;and laying pipelines, storing hydrocarbons

above ground in a manner thatwillnot interfere with Lessor's use of the surface,

building tanks, setting up pumping units, and constructing all improvements

necessary in the production and transportationof coalbed methane, oil, liquid

hydrocarbons, gas, or any of theirconstituent products (collectivelythe "Minerals");

togetherwithwater rightsnecessaryfor Lessee's activitiesand, on a non-exclusive

basis, all the rightsof ingress or egress, and all other appurtenanteasements and

right-of-wayLessor mayhold to the surface, subject to all termsand conditions of

thisLease. For the purposes of thisLease, "coalbed methane"means methanegas

from coal formations, coal seams or abandonedcoal mineworkings and allzones

in communication therewith.

2. LEASE TERM: Subject totheother provisionsof this Lease and specificallybut not

limited to the provisions of paragraph 3, thisLease shall commence on the date

hereof and remain in full force and effect for a primary term expiring at 11:59 p.m.

on the date that is five (5) years fromthedate hereof (the"Primary Term"),during

which time the Lessee shall use its best efforts to explore for Minerals on the

Leased land, and produce and sell Minerals underlying the Leased Premises. The

Primary Term may not be extended by payment of shut-in royalty.

3. EXTENDED TERM:

(a) Provided the Lessee has, during the Primary Term, diligently and in

good faith explored the Leased Premises for Minerals and, where

warranted, drilled and, where appropriate,completed a well or wells

to commerciallyproduce Mineralsfrom the Leased Premises, Lessee
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shall be granted the rights described in paragraph 1 for an extended

termof ten (10) years (the "Extended Term", with the PrimaryTerm

plus the Extended Term, if any, being the "Lease Term"), exceptas

hereinafter provided.

(b) Ifat theexpirationof said Extended Term there are one or morewells

in production or in the process of being drilled on the Leased

Premises, then this Lease shall continue for the retained acreage

applicable to said well(s), as defined in Paragraph 3(c) with respect

to each such well as long as drilling of the well(s) is continued with

reasonable diligence, or as long as Minerals are produced in paying

quantities, or both, as the case may be, subject, however, to the

provisions of Paragraph 3(d) hereof. Retained acreage for individual

wells, in production or in the process of being drilled,willnot extend

the term for any land other than the retained acreage for thatwell.

(c) The retained acreage for each well at the end of the Extended Term

shall be 640 acres. Provided, however, ifat the end ofthe Extended

Term, the State of Utah spacing regulationsmandate a Production

Unit size that is less than 640 acres, Lessee shall thereafter use

reasonable diligence to continue drilling additional wells on the

Leases Premises to adequatelyproduce the Minerals in accordance

withState spacing regulations.

(d) If at the terminationof the Extended Term of this Lease, State or

Federal regulations requireacreage in excess of the retained acreage
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described in Paragraph 3(c), then with respect to the wellsto which

the Federal or State regulationsapply,theacreage requiredby the

Federal or State regulationsshall supersede the acreage set forth in

Paragraph 3(c).

4. TERMINATION: Failure of Lessee tocomplywiththe termsset forth in Paragraph

3(a) above, shall cause thisLease to terminateat the end of the PrimaryTerm as

toallacreage not thenbeing held by a Production Unit. Ifthis Lease continues into

the Extended Term, this Lease shall terminateifMineralsare notproduced from the

Leased Premises in paying quantities or drillingoperations are not continuously

prosecuted as hereinafter provided. "Drillingoperations"include operationson the

Leased Premises for the drillingof a newwell,thereworking,deepening or plugging

back of a well or hole or other operations conducted in an effort to obtain or

reestablish production of Minerals. Drilling operations shall be considered to be

"continuouslyprosecuted" if not morethansixty(60) days shall elapse between the

completion or abandonmentofone wellor hole and the commencementofdrilling

operations on another well or hole, unless such operations are prevented or

delayed by a force majeure event. In the event of a delay due to a force majeure

event, Lessee shall have sixty (60) days followingthe end of the force majeure

event within which to commence drilling operations. For the purposes of this

paragraph and the succeeding paragraph, any well opened or remaining open in

one or more coal seams or zones in communicationwith coal seams shall be

deemed a coalbed methane well.
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5. ROYALTIES/MINIMUMROYALTIES:Lessee shall pay, or cause to be paid, to

Lessor at the address stated in paragraph 22 below, on or before the 45th day from

theend of a calendar monthfromwhichanyMinerals were produced and sold from

the Leased Premises in that previous calendar monthand for which Lessee has

been paid, a royaltyequal to fifteen percent (15%) ofthe proceeds realized from the

sale ofall Minerals produced and sold from the Leased Premises, less 15% ofad

valorem taxes and production, severance or other excise taxes and the cost

incurred by Lessee in delivering and processing such Minerals. Lessee agrees to
diligently seek to obtain the highest price available for all such Minerals.

Notwithstanding the foregoing, Lessor shall have the right at any time,subject to

fifteen (15) days prior notice to Lessee to take Lessor's proportionate share of

produced Minerals at thewellheadand marketor otherwisedispose of thesame as

Lessor may deem appropriate. All royalty checks shall be accompaniedby a

complete and full accounting of all royaltypayments, including but not limited to all

deductions from the proceeds. IfLessee shall not have timelypaid to Lessor any

sum of money payable under the provisions of this Lease and such non-payment

shall continue for a period of 30 days, Lessee shall in addition theretopay to Lessor

interest on the delinquent amount, at the rate of two percent above the rate per

annum equal to the prime interest rate charged by Bank One as quoted onthe first

day of the calendar month in whichpayment is due. This provision shall in no way

constitute a waiver of the requirement to pay on timeand shall be cumulativeand

in addition to Lessor's right to terminatethisLease under paragraph 19.
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In the event Minerals are produced, the minimumMineral royaltypaid for any

calendar year, beginning with2005, shallbe $10,000.00. Beginningwiththeyear

2005, for each calendar year in whichroyaltiesfor Minerals paid underthisLease

are less than$10,000.00,thenthe difference between the Mineral royaltypaid for

that calendar year and $10,000.00 shall be paid as a non-recoupableminimum

royaltyfrom Lessee to Lessor. Minimum royaltydue for any calendaryear shall be

paid by February 15 of the ensuing year.

6. ANNUALSURFACE RENTAL FEE: Lessee shallpay to Lessor an annualsurface

rental fee of $2.00 per net surface acre beginning with2005. Annual surface rental

due for any calendar year shall be paid by February 15 of the ensuing year.

7. LETTER OF CREDIT: Lessee shall establish a letter of credit in the amount of

FIFTY THOUSANDDOLLARS($50,000)and in the form of EXHIBIT B attached

hereto and made a part hereof and witha bank acceptabletoLessor. AllBankfees

shall be paid by Lessee. The purpose of the Letter of Credit is to secure the

obligation of Lessee to perform its covenants hereunder. If Lessor determines in

good faith that Lessee is in default ofa covenanthereunder, Lessor shalldeliver

written notice specifying same to Lessee, and ifsuch event of covenantdefault is

not cured by Lessee withinten business days of receiptof Lessor's writtennotice,

Lessor may draw from such Letter ofCredit to the extentofLessor's damages.

8. SHUT--INROYALTYFOR MINERALS:For any well drilled during the Lease term,

if such well is capable of producing Minerals in paying quantities but thereis no

market,Lessee shallpay toLessor a shut-inroyaltyof $1,000.00per well per year,

or portionthereof,first payable withinninetydays of such suspensionof production
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or failure to initiate sales. Notwithstanding any provisions hereof to thecontrary,

it is expressly agreed that Lessee shall have the right to maintainthis Lease in

force after the expiration of the Lease Term hereof by payment of shut-inroyalty

under thisparagraph for so long as Lessee is diligently,continuouslyand in good

faith attempting to sell the Minerals at the prevailing market price being paid to
¯onier ¯roducers

in Township 13 South, Range 10 East, Carbon County, Utah. Any

shut-inroyaltypaid undertheprovisions ofthisparagraph shall be in lieu ofand not

recoupable against royaltiespaid underparagraph 5.

9. POOLING: Lessee shallhave authoritytopool the Leased Premises or anyportion

thereof with other abutting lands, but only to the extent required by minimum

spacing regulationor to create a tractof forty (40) acres, whichever is greater.

Lessor shall receive writtennotificationand,upon writtenrequest, copies of surveys

for verificationof royalty interest based on acreage, if portions of the Leased

acreage are pooled. Royalties willbe paid on the percentage royaltyinterest each

lessor holds in the pooled or communitized land.

10. UNITIZATION: Lessee shall have theright but not the obligation to commitallor

any part of the Leased Premises or interest therein to one or more unit plans or

agreements for the cooperative development or operation of one or more oil,gas,

or coalbed methane gas reservoirs or portions thereof,if in Lessee's judgement

such plan or agreementwillprevent wasteand protect correlativerights, and ifsuch

plan or agreement is approvedby thefederal, state or local governmental authority

having jurisdiction.When such a commitmentis made, this Lease shallbe subject
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to the termsand conditions of theunitplan or agreement, including any reasonable

formula prescribed thereinfor theallocationof production.

11. MONTHLYREPORTS: AUDITS:INSPECTION: Lessee shallkeep fulland accurate

records for each wellof drilling operations, production, and sale of Minerals and

shall on the 45th day from the end of each calendar monthfor which there was

production sold, deliver or cause to be delivered to Lessor at the address shownin

paragraph 23, a written report describing and identifying, in such detail as Lessor

mayrequest, the quantities and qualities of Minerals produced and/orsoldduring

the previous calendar month, thegross proceeds receivedby Lessee for Minerals

sold during the previous month,the deductions from the gross proceeds referenced

in paragraph 5, and payment of the royalties due. Lessee and Lessee's buyers

shall measure all production accurately using standards established by the

AmericanGas Association (AGA)and/or theAmerican Petroleum Institute(API)and

allmeasuringdevices shall be tamperproofas nearly as practicable. Lessee shall

provide promptlyto Lessor upon request, copiesof the run-ticketsand other written

resultsofallmeasurements,testsand samplings,including those performedby the

Lessee's buyers, ifavailable.

Lessor shall have the rightat any time,at Lessor's expense to:

(a) Inspect by all appropriate means Lessee's facilities on the Leased

Premises;

(b) Test Lessee's metersand other measuring and testingdevices; and,

(c) Sample, test, measure and gauge production of the wells, including

the right,but not theobligation, to install meters on lines; and
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(d) Observe Lessee in theperformance ofLessee's obligationsunder this

Lease; and

(e) By appointment, examine or audit, during the termof thisLease and

three years thereafter,the books, records, supportingdocuments,

files and correspondence of Lessee and Lessee's buyers possessed

by Lessee and maintainedin connection with the Lease and the

production and/or sale of the Minerals from the land at Lessee's place

of business.

12. TITLE: Lessor does notwarrant its titleto the Leased Premises or tothe rightswhich

Lessee may need for the enjoyment of this Lease, including the right of Lessee to

tenderassignments of interest as required. IfLessor owns a lesser interest in the

Mineralsthantheentireand undividedestate, thenroyaltiesherein providedfor shall

be paid Lessor only in the proportion whichLessor's interest bears to the whole.

13. RESTRICTIONS: This Oil, Gas and Coalbed Methane Lease and the rights and

privileges herein granted Lessee are expressly made subject to:

(a) Any existing farming or pasturing rightswhich Lessor may have granted.

(b) Public or private roads, ways,uses, easements and ordinances.

(c) Exceptions, reservations, covenants and conditions, easements, rights of

way and leases, ifany, that may be of public record.

(d) Such state of facts that an examination of said tracts and/or an accurate

survey thereof,or, without limiting the provisionsof Paragraph 9, a title

examination would disclose.
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(e) Any existing or future electrictransmissionor distribution lines, telegraph

lines, radioand microwavestations,poles, towers,guys and anchorsand

other facilities which maybe appurtenanttheretowithreasonable means

of access theretoto service, renew, extend, patrol and to remove said

facilities and appurtenances as Lessor may require; and Lessor shall have

the right to construct any and all electric transmission and distribution

lines, radio and microwavestationsand other such electricalfacilities, as

it may deem appropriate, desirable or necessary in the future on any

location on the Leased Premises, and operations under thisLease shall

not endanger or interfere with any existing or future electric transmission

or distribution lines and facilities, telegraph lines, radio and microwave

stations,poles, towers,guys and anchors,and otherfacilitiesappurtenant

thereto. No well shall be placed or be permitted to remainwithin200 feet

measured horizontally from any electric transmissionline now existing or

hereafter erected. In theevent any action taken in the future by Lessor, its

successors or assigns, pursuant to this Paragraph 13(e), causes any loss

or damage to Lessee, its successors or assigns, Lessee, its successor or

assigns shall be compensatedin themannerand as provided in Paragraph

31 below.

14. GENERAL OPERATINGCONDITIONS:Lessee shall:

(a) Complywithall federal, state, and local laws, statutes, ordinances,

regulations, and orders applicable to Lessee's operations and the
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conditions created thereby,including but not limited to environmental

and pollution controlrequirements;and

(b) Not commitany waste, unnecessary damage, or the deposit of any

materials,supplies,or litteron the Leased Premises;

(c) Conduct lessee's operations under thisLease in accordancewiththe

highest standard practices in the industry; and

(d) Conduct allof its activitiescontemplated herein in a neat and orderly

manner, so as not to permit unsightly, unsanitary, or dangerous

conditions to existand further not to disturb or interfere withLessor's

operations or facilities on the Leased Premises.

15. SPECIALOPERATINGMETHODS: Lessee shall:

(a) Obtain Lessor's approval of all proposed production facilities

includingbut not limitedtoaccess roads,well locations, pipelinesand

compressorfacilitiespriortobeginning any work on site. Lessor shall

promptly respond to any request for approval pursuant to this

Paragraph 15 so as not to unduly delay Lessee's work program.

Failure by Lessor to respond to a written request for approval from

Lessee, withinthirty(30) days from receipt of such request by Lessor,

shall be deemed an approvalby Lessor.

(b) Provide to Lessor upon request all survey information whichLessee

may now have or hereafter obtain to inform Lessor fully as to the

exact location ofany welldrilledand copies of all logs, drillstem test
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records, core analysis, pressure tests, or any other information

obtainedby Lessee in thecourse of drillinganywell, and the location

of all access roads, pipelines, compressor facilities and all other

associated facilities erected or installed on the surface or subsurface

of the Leased Premises; and

(c) Provide to the Lessor a copy of any and all permits obtained by

Lessee and issued by any Federal, State or local authorityfor any

operations conducted by it on the Leased Premises and shall also

provide to Lessor a copy of any and all releases issued by any

Federal, State or local authoritywhich relate to any operations on the

Leased Premises or theterminationofthesame. Releases issued by

Federal, State or Local authorities shall not release Lessee of its

obligations to Lessor under this Lease; and

(d) Promptly pay Lessor, if Lessor owns the surface, or to the actual

ownerof the surface if Lessor does not own the surface, for actual

damage to the surface,timber,growingcrops, fences, livestock, and

other property of Lessor and its tenants,upon completionof each

such separate activity, Lessee shall promptly pay Lessor or the

surface owner for any and all damages suffered by them from

Lessee's activities not theretoforepaid for; and
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(e) Buryall pipelines and conduits to an acceptabledepth or as required

by federal, state or countyregulations,whichevergoverns surface

use facilities; and

(f) Use all pipelines and conduitson the Leased Premises for Minerals

production from the Leased Premises and/or commingled Minerals

from adjacentproperties (ifdeemed necessary, by the Lessee for the

economic production of Minerals from the Leased Premises); and

(g) Uponwritten request by Lessor, Lessee, at its sole expense, shall

enclose withan adequate fence all equipmentand excavations,and

either immediately repair any fence cut by Lessee or immediately

install cattle guards or steel gates upon cuttinga fence; and

(h) Not drill,withoutprior writtenconsent of Lessor, any wellwithin200

feet of any pond or other source of water, or any building or

improvementwhichis nowor mayhereafter be constructedor located

on the Leased Premises; and

(i) Not use, without prior written consent of Lessor, any surface water

from the Leased Premises, including thedischarge ofproduced fresh

water into existingsurfaceimpoundments at NPDES permitted points,

and shall, if consent is granted, conduct all required sampling and

monitoringat Lessee's ownexpense; and

(j) Maintainin good conditionallwells,drillingfacilities, roads,pipelines,

equipment, storage areas, and other improvements and, unless
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otherwise requested in writingby Lessor, upon Lease termination,or

in the event of a dry hole, removeall such materialsand equipment

to Lessor's satisfactionand plugany abandoned well,in accordance

with allapplicablelaws and regulations;and returnthe surfacetothe

same conditionas it was prior to development, and

(k) NotifyLessor or other representativesdesignated by Lessor from time

to time, at Lessor's address shown in paragraph 22 below, or such

other address thatmaybe designated in writingby Lessor from time

to time,at least 24 hours prior to the commencementof plugging or

cementing operations that Lessee intends to do so and again after

plugging has been completed. Lessee shall furnish Lessor with

copies of each plugging affidavit. The notice of intended plugging

under this paragraph (k) may be by telephone or other verbal

communicationprovided thatwritten confirmation is delivered tothe

address shown in paragraph 22 below withintwo(2) days of suchoral

notice.

To the extent that the terms and conditions of this paragraph apply to the surface,

the same shall be operative notwithstandingthe fact thatLessor does notownthe

surface.

16. ENVIRONMENTAL MATTERS: During the Lease, Lessee shall not, and shall not

allow any other party to, bring upon, store, dispose of, or install in or upon the

Leased Premises (i) any hazardous wastes, hazardous substances, hazardous
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materials,toxicsubstances, hazardous air pollutants or toxicpollutants, as those

terms are used in the Resource Conservation and Recovery Act, the

Comprehensive EnvironmentalResponse, Compensation and LiabilityAct of 1980,

the HazardousMaterialsTransportationAct,theToxic Substances ControlAct,the

Clean Air Act and the Clean Water Act, or any amendments thereto, or any

regulationspromulgated thereunder;(ii) any "PCB's" or "PCB items" (as defined in

40 C.F.R. Section 761.3); or (iii) any "asbestos" (as defined in 40 C.F.R. Section

763.83). (The materials mentioned in items (i), (ii) and (iii) shall be collectively

referred to as hazardous materials for purposes of the Lease.) Lessee shall

indemnify, defend and hold Lessor and any affiliatedcompaniesharmless from and

against any liability,cost, damage, penalty, fine or expense incurred or sustained

by Lessor or any affiliated companies (including, without limitation, reasonable

attorneys' fees and expenses, courtcosts and costs incurred in the investigation,

settlement and defense of claims)ofwhatsoever kind or nature,known or unknown,

contingent or otherwise, as a result of or in connection with any violation of the

preceding prohibition. Itis specificallyunderstoodand agreed toby Lessee thatthe

indemnity contained in this paragraph shall survive the expiration or earlier

terminationof the Lease.

17. INDEMNIFICATION: Lessee shall indemnify, defend, and save harmless Lessor

from and against any and all liability, loss, damages, costs, claims, suits for

damages, attorneys' fees, or other expenses of any kind resulting directly or
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indirectly from Lessee's rightsand operationsunderthisLease, unless suchactions

or negligence by Lessor shallhave caused same.

18. INSURANCE: Lessee shall maintainin fullforce and effectduring thetermofthis

Lease:

(a) Workers Compensation Insurance in statutoryamounts; and

(b) General Liability Insurance, with limits of at least $1,000,000

combinedBodily Injuryand Property Damage or equivalent, including

Contractual, ProtectiveLiability,Products/CompletedOperations,and

X, C, U, D and E coverages; and

(c) Automobile Liability Insurance covering all owned, non-ownedand

hired vehicles with limits of at least $500,000 each person and

$1,000,000 each occurrence Bodily Injury, sickness or death and

$1,000,000Property Damage, or their equivalents.

Allpolicies of insurance shall be endorsedtoprovidefor waivers ofsubrogationin

favor of Lessor, and except for Workers Compensation shall name Lessor as

additional insured. Lessee shall provide a Certificate of Insurance to Lessor prior

to beginning operations on the Leased premises, and Lessee shall require its

insurer to notifyLessor if any change occurs in its policy.

19. TERMINATION AND RELEASE OF LEASE: In addition to other termination

provisionsset forth in this Lease, Lessor may terminatethisLease, as provided

below in thisparagraph 19, upon theoccurrenceofanyone or moreofthefollowing

conditions:
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(a) If Lessee shall fail to pay, or cause to be paid, fully and promptlyany

amountdue toLessor underthisLease aftertheexpirationof 10 days

following the demand via certifiedmailfor payment by Lessor; or

(b) IfLessee shall fail tocorrect or utilizecommerciallyreasonable efforts

to correct any breach ofany other provision of this Lease within30

days of the date on whichLessor shall have notified Lessee, via

Certified Mail,a noticeofdefault under thisLease; or

(c) If Lessee shall file a voluntary petition in bankruptcy, or for the

appointment of a receiver or shall be adjudicated bankrupt or

insolvent, or shall seek, consent to or acquiesce in the appointment

of any trustee,receiveror liquidatorfor allor for any substantialpart

of its properties or fail to meet its obligations to creditorsas they

come due; or

(d) A writof executionof attachmentshall be levied or a mechanics'or

materialmen's lien shall be filed against the Leased Premises and

Lessee shall not have acted to contest or dissolve thesame prior to

execution sale thereonor for a period of ten (10) days after Lessor

shall have made writtendemand upon Lessee to institute proceedings

for the contest or dissolution of the same or in the event of the

foreclosure of any mortgageagainst Lessee.

After the terminationof thisLease, Lessee shall have an additional90 days during

which Lessee shall re-enter the land and remove all of Lessee's equipment and
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related property from the land, and thereafter,as and when requiredby law, Lessee

shall perform reclamationand environmental workon and respectingthe land.

20. ASSIGNMENT; SUBLETTING:Lessee shallnot assign this Lease or any interest

therein,or sublet the Leased Premises or any part thereof,or license theuse of all

or any portion of the Leased Premises or business conducted thereon or therein,

or encumber or hypothecate this Lease, without the written consent of Lessor.

Lessor acknowledges thatLessee, in connectionwithobtaining necessary capital

to develop the Leased Premises for the purposes contemplated herein, may be

required to assign or encumber,in whole or in part, the rights of Lessee set forth

herein. Lessor shall consent to the foregoing ifthe termsthereofare commercially

reasonable. Provided, however, theforegoing notwithstanding,Lessee shallhave

the right,without Lessor's consent, to assign thisLease or any interest therein,to

a subsidiaryor affiliateof Lessee. No such assignmentshall relieveLessee of its

obligations pursuant to thisLease.

21. FORCE MAJEURE: Lessee's obligationto drill, develop and operate the Leased

Premises, and to market Minerals shall be excused hereunder only if any such

drilling,development, operating and marketingis interrupted, delayed or prevented

by a force majeureevent. The term"forcemajeure"as used herein shall meanany

of the following causes beyond the control and without the fault or negligence of

Lessee which could not have been foreseen or avoided throughordinarydiligence,

namely:acts of God, including earthquakes, epidemics, fires, flood, hurricanes,

landslides, lightning,storms,washouts, freezing ofwellsor lines of pipe necessary

for Lessee's operations described in thisLease, and other similar severe natural
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calamities; acts ofthe public enemy,wars blockades, sabotage insurrections, riots,

civildisturbances and arrests; strikes,lockouts, work stoppages or other industrial

disturbances; explosions or other similaraccidents, refusal or inability of any

transportingpipeline to transportgas pursuant to a firm transportationagreement,

breakage, or failure of pipelines or equipments, and withdrawal of pipelines or

equipmentfrom service for unscheduled maintenance; any government statute,

rule, regulation or order concerning the production, purchase, sale ortransportation

of naturalgas thatprohibits Lessee fromperformingunder this Lease; or any other

occurrenceor cause ofa similarnaturenot reasonablywithinthecontrolofLessee.

Ifan event of force majeure renders Lessee unable to perform, in wholeor in part,

its obligations under this Lease, Lessee shallas soon a possible notifyLessor, and

if such initial notice is oral, shall followas soon as possible thereafterwithwritten

notice and fullparticulars of theoccurrence. Lessee shall not be in violationof this

Lease due to a suspensionofperformanceattributabletoan event offorce majeure.

Lessee shall act in a commerciallyreasonable manner and withdue diligence to

recommenceperformance; provided, however, thatthecourse ofactiontobe taken

in response to any work stoppage shall be left to the sole discretion of Lessee.

22. ENTIRE AGREEMENT: This Lease contains the entire agreement by and between

Lessor and Lessee, and no oral agreement, promise, statement,or representation,

which is not herein contained, shall be binding on Lessor or Lessee. No

amendment or modificationof thisLease shall become effectiveunless and untilthe

same shall have been reduced towritingand signed and acknowledged by both

parties.
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23. NOTICES: Any notice or communicationrequiredby this Lease shall be inwriting

addressed to the address of each of the parties respective as follows:

TO LESSOR:

Blackhawk Coal Company
700 Morrison Road
Gahanna, OH 43230
Attention: Director, Land Management
Facsimile: 614 883 7299

TO LESSEE:

A.C.T. OperatingCompany
201 W. Wall Street, Suite 806
Midland, TX 79701
Attention: Marshall Watson
Facsimile:

At any time, either party may specify in writing a new address for notification

hereunder.

24. RECORDING:Lessee shallonlyrecorda short form memorandumofthisLease

withthe recorder of deeds in the county(ies) in whichthe land is situated.

25. TAX CREDIT: Lessee shall not intentionally undertake or knowingly allow any

transactionpertaining to this Lease whichwould create a disallowance in wholeor

in part of the tax credit which may be authorized under Section 29 and/orSection

45 ofthe Internal Revenue Code, or anypresent or similarfuture provisions of the

Internal Revenue Code, for production of non-conventional fuel. Lessor shall be

entitledtoexclusiverightstoallsuch taxcreditsas are authorizedand allocatedto

Lessor under such laws as may be relatedto the production of Minerals.

26. TAXESANDFARMTAP: Lessee reserves therightto make any such payments

toavoidpossible forfeiture of thisLease, and any such payment shall be recovered
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as a charge against royalties due Lessor, but Lessee shall not be construedas

having a duty nor an obligation to tender such payment. Further, for and in

consideration of $1.00, the receipt of which is also hereby acknowledged,the

Lessor agrees that Lessee may provide, at no expense to Lessor, a "farm tap"for

use offree gas by the surface ownerfor domestic or household use only,and/or the

attainment of easement right-of-waysifdeemed necessary by Lessee, and/or for

the operation for compressors or equipment necessary to produce gas from the

land. Except as provided in paragraph 5 of this Lease, all ad valorem and/or

production taxes, assessments or increases in any such charges on or resulting

from Lessee's ownership of Minerals in the Leased Premises shall be borne by

Lessee. Copiesofall such taxbillswillbe provided to Lessor withinthirty(30) days

of the receipt of the same by Lessee. Lessee shall pay all taxes assessed on

property and fixtures placed by Lessee on the Leased Premises.

27. AVOIDANCE: Nothing in this Lease is intended to breach or be in violationofstate

or federal statute. Any such provisionsthatare in contradictionor violationthereof,

are duly voided and shall not cause failure to the remaining provisions of this

Lease.

28. WAIVER OF RIGHT OR CLAIM:No waiver, forbearance or other failure toassert

any right or claim by Lessor prior to the execution of this Lease shall restrict,

diminish or otherwise affect in any way Lessor's rights under the Lease and

previous conduct of the parties shallnot constituteany future waiver orforbearance

of the claimor right. No waiver of any rightor claim shall hereafter be effective

unless set forth in writingand signed by the partywaiving such rightor claim. This
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Lease constitutes the entire agreement of the parties with regard to the Leased

Premises as of the date of thisLease. Allprevious negotiations,correspondence

and other documents between Lessor and Lessee pertaining to the Leased

Premises shall have no effect from thisdate forward.

29. SEVERALTYOWNERSHIP: If the Leased Premises is hereafter subdividedand

owned in severalty or in separate tracts, royalties accruing hereunder shall be

divided among, and paid to, such separate owners in the proportion that the

acreage ownedby each such separate ownerbears to the entireLeased Premises;

provided that this paragraph shall not apply in the case of non-abuttingtracts,

pooled acreage, or if seller and buyer otherwise agree. Lessee shall not be

required to install new transportationfacilities or drill off-setwells. In the event

Lessee wouldagree to install or rearrange measuring devices, any associated

expense shallbe reimbursedto Lessee. A land division shall not, in anyevent,have

the effect of terminatingthis Lease as toany of the Leased Premises.

30. COAL DEVELOPMENT: This Lease is subject to the rightoftheLessor, its affiliates,

successors and assigns, to investigate, explore,prospect, drill, produce, mineand

market coal seams, whether or not such seams produce coalbed gas, and is subject

to the termsand provisions of any valid present or future coal leases. Nothing

herein shall prevent Lessor, or a Lessee under a coal lease, from venting coal

seam gas out of the coal mine, or takingother reasonable safety precautions;

providedthat in such event, Lessee shallbe given sixty(60) days' writtennoticeof

such intention. Lessor shall keep Lessee reasonably apprised of intended coal

development projects, and shall give Lessee at least six (6) months'writtennotice
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of any need to take out of production and/or abandon and plug wells to enable

miningthrough.In the event any actiontaken in thefuture by Lessor, its successors

or assigns, pursuant to this Paragraph 30, causes any loss or damages to Lessee,

its successors or assigns, Lessee shall be compensated as provided in Paragraph

31 below.

31. LESSOR'SRIGHTTO CONSTRUCTFACILITIES:This Lease is subjecttothe

right of the Lessor to construct facilities on the surface of the Leased Premises.

Lessor shall keep Lessee reasonably apprised of intended construction projects

and shall give Lessee at least six (6) months' notice of any need to permanently

takeout of production and/or abandon and plug wells which may interferewithany

of Lessor's construction projects or facilities. In the event thatLessor requires that

Lessee permanently take out ofproductionand/orabandon and plug a wellor wells

(hereinafter a "well",whether one or more than one}, Lessor shall, at Lessor's

election,either pay reasonable costs ofdrillinga replacementwell,or compensate

Lessee for the Fair Market Value ofsuchwelland associated equipment. As used

herein, "Fair Market Value" shall mean the net present value ofthe anticipatednet

income to Lessee from the sale of the Mineralsto be produced from thewellduring

the remaining life of the well. In the event Lessor elects to compensate Lessee,

Lessee shall notifyLessor of Lessee's determination of the Fair Market Value of the

welland Lessor shall have thirty(30) days afterreceiptof Lessee's noticeinwhich

to accept such determination or request appointmentof appraisers, as follows. If

Lessor elects to appoint appraisers, the Fair Market Value of the well shall be

determined by a board of three appraisers, each of whom (i) shall be
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knowledgeable and experienced in determining such valuations, (ii) shall be

knowledgeable and experienced in the development or evaluation of coalbed

methane, oil& gas or other mineralsat the timeof theappointment,and (iii)shall

be in all respects independentof the parties and impartial. Within ten(10) days

after Lessee receives Lessor's notice requesting appointment of appraisers,each

party shall name one appraiser and provide such name to the other party. These

twoappraisers shall jointlyname a thirdappraisersimilarlyqualifiedwithinten(10)

days following the selection of the second ofthe twoappraisers. Each party shall

pay the fee of the appraiser appointed by such party. The parties shall share

equallythefee of the thirdappraiser. The appraisersshall makesuch examinations

and investigations as theymay deem necessary. Within thirty(30) days of the

appointment of the thirdappraiser, each of the three appraisers shall render a

writtenopinionof the appropriateFair Market Value. For a period oftwo(2)weeks

following issuance of the last appraisal, the three appraisers shall attemptto agree

upon the Fair Market Value. Ifthe three (3) appraisersagree upon the Fair Market

Value, such determination shall be binding upon Lessor and Lessee. Ifthethree

(3) appraisers cannot agree among themselves, the Fair Market Value shall be

established by the appraisers by rankingthe three (3) Fair Market Values, and

eliminatingeither the high or lowFair MarketValue (whicheveris further fromthe

middle value), with the binding Fair Market Value being the average of the

remainingtwo(2) Fair Market Values.

32. RIGHT OF FIRST REFUSAL: Lessor hereby grants to Lessee a rightoffirst refusal

to lease all or part of the oil and gas (including coalbed methane gas) nowowned
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or controlledby Lessor, its subsidiaries,and/oraffiliates, located in Township 13

South, Range 11East, or in Township 12 South, Range 10East, Carbon County,

Utah (the "First Refusal Property"). If Lessor, its subsidiaries, and lor affiliates,

receivesa bona fide writtenofferfroma non-affiliatethirdparty ("ThirdParty Offer")

to lease all or any part of the First Refusal Property, and ifLessor desires to accept

such offer, it shall first notify and present the offer to Lessee ("First Refusal

Notice"), which notice shall include the Basic Economic Terms (as hereinafter

defined) of such Third Party Offer.

Lessee shall have a period of thirty(30) days ("Acceptance Period") followingthe

effectivedate of the First Refusal Notice to give notice to Lessor that Lessee will

lease such First Refusal Property on thesame Basic EconomicTerms as contained

in the First Refusal Notice or on substantially similarterms, reasonablyacceptable

to Lessor ("Acceptance Notice"). If Lessee gives the Acceptance Notice, Lessee

shall be deemed to have agreed to consummate the transactionwithinthirty(30)

days of the effective date of theAcceptance Notice.

IfLessee eitherwaives the rightof first refusalorfails togive the Acceptance Notice

to Lessor withinthe Acceptance Period, Lessor shall be free for a period of 180

days following the last day of the Acceptance Period to enter into a lease withany

thirdparty, including, without limitation, the thirdparty who made the Third Party

Offer,to lease all or any portion of the First Refusal Property on substantially the

same Basic Economic Terms and any additional terms and conditions not

inconsistent withthe Basic EconomicTerms as containedin theoriginalThirdParty

Offerand withoutfurther noticeto or consent from Lessee. For purposes of this
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paragraph 32, "Basic Economic Terms" of any Third Party Offer shall mean the

followingterms:

(a) theportionor portionsoftheFirst Refusal Property tobe leased tothe

thirdparty;

(b) lease payments, royalties, exchange property, assumption of

obligations, or other consideration or benefits and the terms of

payment including timetablefor payment and interest charges, ifany;

(c) security arrangements, if any, including withoutlimitation,any third

party guaranty tobe given infavor of Lessor or theaffiliatetransferee

to secure the payment of the consideration referred to in paragraph

(b) above; and

(d) any other materialtermsof the Third-Party Offer.

Ifonly a part of the First Refusal Property is leased, thisrightof first refusalsha\\

continue in effect for that part of the First Refusal Property not previously

transferred.

For each transaction Lessee fails or elects not to exercise its rightof first refusal in

accordance with this paragraph 32, Lessee shall, upon Lessor's written request,

prepare, execute and provide to Lessor a Waiver of Rightof First Refusal as tothe

applicable First Refusal Property included in Lessor's First Refusal Notice.

IN WITNESSWHEREOF, the parties have caused thisinstrument to be duly executedas

oftheday and year first written above.
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LESSORS LESSEE

By

em

Name: Gerald M. Dimmerling Name: DoyN.4 W . RAyMmA

Title:President, Blackhawk Coal Company Title: $2sidsÄ
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ACKNOWLEDGMENT

STATE OF LouMO,Vd- ,
GOUN·TYOF l ofo 4 . SS:

I, the undersigned Notary Public, in and for said County and State, personally
appeared Gary M. Dimmerling as President of Blackhawk Coal Company, and
acknowledgedthe execution of the above and foregoing instrument on behalf of and by
authorityof BLACKHAWKCOAL COMPANY.

Given under myhand and notarialseal this /f Š day of Okw-¢...
, 2004.

Name) /
Notary Public

Residing in 5nio þ,ûÅ 49., Ú«fa
My commissionexpires: d 1)&'Á..

STATE OF A , COUNTYOF C 0$ Ëo'AN, SS:

I, the undersigned Notary Public, in and for said County and State, personally
appeared Chad W. AMM as freud

,

and acknowledgedthe execution of the above foregoing instrument on behalf ofand by
authorityof A.C.T. OPERATINGCOMPANY.

Given under myhand and notarial seal this3 day of du
,

2004.
HERBERT GILMORE

Commission # 1374437

Name)
(Printed

Notary Public

Mycommissionexpires:6g Iyoo u

28
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UTE OIL COMPANY
(9 A KENILWORTH RAILROADWELL #1 NOTES

• APPROXIMATEEARTHWORK VOLUMES
CUT 12 6" TOPSOiL STRIPPING = 400 CU. YDS.

REMAININGLOCATION= 2,700 CU. YDS.
PIT cuT = 500 cu. YDs.
TOTAL CUT = 3,600 CU. YDS.
TOTALFILL= 2,900 CU. YDS.

• CUT AND FILL SLOPES ARE 1 ) : 1

• PITCUTSLOPESARE1:1

• PIT CAPAClTYWITH2'OF FREEBOARD
IS 1,770 Bb\s.

CUT 11'

A

FILL S'

I c -

a WARESURVEYING& ENGINEERING,LLC.
FILL12 Phone:435-637-2620 2223 North 1200 West

Email: waresurveying@emeryteicom.net Helper, Utah 84526

SURVEY FOR:
UTE OIL COMPANY

KENILWORTH RAILROADWELL #1
0 KENILWORTH, CARBON COUNTY, UTAH

SECTlON 16, T. 13 S., R. 10 E., S.L.B. &M.
DRAWNBY: MCW SCALE: 1" = 40'

ELEVATION OF UNGRADED GROUNDAT LOCATION STAKE = 6584 FT. \ CHECKED BY: BTSW JOB NO.: UTE-2004-03

ELEVATIONOF GRADED GROUNDATLOCATION STAKE= 6582 FT. \ DATE: 11-15-04
LOCATIONLAYOUT

REVISIONS:
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' PROPOSED LOCATION
KENILWORTH RAILROAD WELL#1
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WORKSHEET

0 0 6 APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 11/23/2004 API NO. ASSIGNED: 43-007-31006

WELL NAME: KENILWORTH RR #1

OPERATOR: UTE OIL COMPANY ( N2675 )

CONTACT: MARY TESITOR PHONE NUMBER: 432-683-4640

PROPOSED LOCATION:

SESE 16 130S 100E INSPECT LOCATN BY: / /

SURFACE: 0494 FSL 1289 FEL Tech Review Initials Date
BOTTOM: 0494 FSL 1289 FEL

CARBON Engineering 2 g( Q
HELPER ( 18 ) Geology

LEASE TYPE: 4 - Fee Surface
LEASE NUMBER: FEE

SURFACE OWNER: 4 - Fee
LATITUDE: 39.68955

PROPOSED FORMATION: FRSD

COALBED METHANE WELL? YES LONGITUDE: -110.8015

RECEIVED AND/OR REVIEWED: LOCATION AND SITING:

Plat R649-2-3.

Bond: Fed[] Ind[] Sta[] Fee[]
Unit

(.No. 1153 )
Potash (Y/N) R649-3-2. General

Oil Shale 190-5 (B) or 190-3 or 190-13 Siting:460 From Qtr/Qtr & 920'Between Wells

Water Permit // R649-3-3. Exception

(No.PRRV )
Drilling Unit

RDCC Review (Y/N)
Board cause No:(Date: )
Eff Date:

Fee surf Agreement (Y/N) Siting:

R649-3-11. Directional Drill

COMMENTS:

STIPULATIONS: )(pp (
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CAUSE:261-4

HELPER FIELD
ANIL DKTH
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ON-SITE PREDRILL EVALUATION

Division of Oil, Gas and Mining

OPERATOR: Ute Oil Company
WELL NAME & NUMBER: Kenilworth RR #1
API NUMBER: 43-007-31006

LEASE: Fee FIELD/UNIT:
LOCATION: 1/4,1/4 SESE Sec: 16 TwP: 13S RNG: 10E 1289 FEL 494 FSL

LEGAL WELL SITING: 460 F SEC. LINE; 460 F 1/4,1/4 LINE; 920 F ANOTHER WELL.
GPS COORD ('UTM): X= 517013 E; Y= 4393137 N SURFACE OWNER: American Electric
Power.

PARTICIPANTS
M. Jones (DOGM), Gary Trotter (Oso Energy), Cody Ware (WS&E), Gayla
Williams (Carbon County), Tonya Hammond (AEP).

REGIONAL/LOCAL SETTING & TOPOGRAPHY

Proposed location is ~800 feet east of Kenilworth, Carbon County, Utah.
The immediate area surrounding the proposed well is mining activities,
and grazing and wildlife habitat. Location is staked on property owned
by American Electric Power in close proximity to the location of the old
train-loading tipple of the old Kenilworth mine. Access to this well
will be along existing County maintained roads, existing Anadarko gas
field roads, and upgraded two-track roads. Approximately 500 feet of
two-track road will be upgraded for this location. The direct area
drains to the south into dry wash drainages, eventually making its way
into the Price River, a year-round live water source, ~3.5 miles
southwest. Dry washes are common throughout the area.

SURFACE USE PLAN

CURRENT SURFACE USE: Mining, grazing and wildlife habitat.

PROPOSED SURFACE DISTURBANCE: 140' x 160' w/ 30' x 80' x 10' included
pit.

LOCATION OF EXISTING WELLS WITHIN A 1 MILE RADIUS: 6 producing,
proposed, shut-in, injection, and/or PA wells are within a 1 mile radius
of the above proposed well.

LOCATION OF PRODUCTION FACILITIES AND PIPELINES: On location and along
roadway.

SOURCE OF CONSTRUCTION MATERIAL: Obtained locally and trucked to site.

ANCILLARY FACILITIES: None anticipated.

WILL DRILLING AT THIS LOCATION GENERATE PUBLIC INTEREST OR CONCERNS?
(EXPLAIN): Noise due to amphitheater affect off of the cliffs behind

Kenilworth town has been a voiced concern from townspeople. Locals have
voiced their concerns and objections due to the relative closeness to
town of the access roads and well sites. I have not heard much in
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way of comments or oncerns from locals regard g the Anadarko Petroleum
wells also located in close proximity to the town-site. I feel this has
been due to their willingness to work with the community and the fact
that they are sensitive to the concerns and potential concerns the
community has had or might have in the future.

WASTE MANAGEMENT PLAN:

Garbage - All garbage will be removed from site and disposed at the
appropriate disposal facility.

Reserve pit contents - ECDC Environmental of Carbon County. Will haul
and test as necessary all contents of reserve pit.

Produced Water - Will be hauled from site and disposed of_ ba the
appropriate disposal facility, unless agreements with other operators
can be made to dispose produced water in existing disposal well.

Sanitation Facilities - Will be supplied and cleaned as necessary during
drilling operations.

ENVIRONMENTAL PARAMETERS

AFFECTED FLOODPLAINS AND/OR WETLANDS: Dry washes are common throughout
the immediate area of the proposed well location.

FLORA/FAUNA: Sagebrush, pinion, deer, rodents, fowl.

SOIL TYPE AND CHARACTERISTICS: Rocky clay.

SURFACE FORMATION & CHARACTERISTICS: Eroded Mancos Shale

EROSION/SEDIMENTATION/STABILITY: Erosive upon disturbance.

PALEONTOLOGICAL POTENTIAL: None observed.

RESERVE PIT

CHARACTERISTICS: Dugout earthen, 30'x80'x10', included w/in location.

LINER REQUIREMENTS (Site Ranking Form attached): Liner required.

SURFACE RESTORATION/RECLAMATION PLAN

As per surface use agreement.

SURFACE AGREEMENT: Signed.

CULTURAL RESOURCES/ARCHAEOLOGY: None requested by landowner.

OTHER OBSERVATIONS/COMMENTS

Location and drill point not staked for inspection during on-site. This
was requested and another visit to the site was made when staking was
complete, on 11/22/2004, during which time photos were taken.
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initial staking t reserve pit was entirely i fill on its south s_i_de.
I made a request that the location be rotated ~90' clockwise to put the
pit into at least half native material. Gary Trotter agreed to _this
change in a phone conversation on 12/2/2004.

ATTACHMENTS

Photos of this location were taken and placed on file.

Mark L. Jones October 20, 2004 / 9:30 am
DOGM REPRESENTATIVE
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E uation Ranking Criteria and Ranking re
For Reserve and Onsite Pit Liner Requirements

Site-Specific Factors Ranking Site Ranking

Distance to Groundwater (feet)
>200 0
100 to 200 5
75 to 100 10
25 to 75 15
<25 or recharge area 20 0

Distance to Surf. Water (feet)
>1000 0
300 to 1000 2
200 to 300 10
100 to 200 15
< 100 20 0

Distance to Nearest Municipal
Well (feet)

>5280 0
1320 to 5280 5
500 to 1320 10
<500 20 ___0

Distance to Other Wells (feet)
>1320 0
300 to 1320 10
<300 20 _0

Native Soil Type
Low permeability 0
Mod. permeability 10
High permeability 20 __20

Fluid Type
Air/mist 0
Fresh Water 5
TDS >5000 and <10000 10
TDS >10000 or Oil Base Mud Fluid 15

containing significant levels of
hazardous constituents 20 10

Drill Cuttings
Normal Rock 0
Salt or detrimental 10 0

Annual Precipitation (inches)
<10 0
10 to 20 5
>20 10 5

Affected Populations
<10 0
10 to 30 6
30 to 50 8
>50 10 10

Presence of Nearby Utility
Conduits

Not Present 0
Unknown 10
Present 15 0

Final Score 45 (Level I Sensitivity)

Sensitivity Level I = 20 or more: total containment is required, consider criteria for excludine pit use.
Sensitivity Level 11= 15-19; lining is discretionary.
Sensitivity Leve1111= below 15; no specific lining is required
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DIVISION OF OIL, GAS AND MINING
APPLICATION FOR PERMIT TO DRILL

STATEMENT OF BASIS

OPERATOR: Ute Oil Company
WELL NAME & NUMBER: Kenilworth Railroad #l
API NUMBER: 43-007-31006
LOCATION: 1/4,1/4 SESE Sec:16 TWP: 13 S RNG: 10 E 1289 FEL 494 FSL

Geology/Ground Water:
Significant volumes of high quality ground water are unlikely to be encountered at this location. A moderately
permeable soil is likely to be developed on the quaternary/ Tertiary Pediment Mantle covering the Blue_Gate
Member of the Mancos Shale, but it does not appear to be charged with any significant volume of groundwater.
The proposed casing and cementing program should adequately isolate any zones of fresh water that may be
penetrated. No water rights have been filed within a mile of the location.

Reviewer: Christopher J. Kierst Date: 12/8/2004

Surface:

Proposed location is ~800 feet east of Kenilworth, Carbon County, Utah. The immediate area surrounding the
proposed well is mining activities, and grazing and wildlife habitat. Location is staked on property owned by
American Electric Power in close proximity to the location of the old train-loading tipple of the old Kenilworth
mine. Access to this well will be along existing County maintained roads, existing Anadarko gas field roads, and
upgraded two-track roads. Approximately 500 feet of two-track road will be upgraded for this location. The direct
area drains to the south into dry wash drainages, eventually making its way into the Price River, a year-round live
water source, ~3.5 miles southwest. Dry washes are common throughout the area. Other issues talkedabout were;
location layout, lining the reserve pit, watershed and runoff control, access and right-of-ways, as well as concerns
and potential concerns of nearby residents. M. Jones (DOGM), Gary Trotter (Oso Energy), Cody Ware (WS&E),
Gayla Williams (Carbon County), Tonya Hammond (AEP) were all in attendance for this on-site. Carbon County
was interested in addressing any concerns of the townsfolk as well road traffic and watershed.

Reviewer: Mark L. Jones Date: December 6, 2004

Conditions of Approval/Application for Permit to Drill:

1. A synthetic liner with a minimum thickness of 12 mils shall be properly installed and maintained in the
reserve pit..
2. Rotate the location ~90 degrees clockwise around the drill point as agreed to place the reserve pit in cut
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.ma - Search Utah.gov

UTAH DIVISION OF WATER RIGHTS

WRPLAT Program Output Listing

Version: 2004.11.16.00 Rundate: 12/08/2004 03:08 PM

Radius search of 5280 feet from a point N494.6 W1289.9 from the SE corner, section 16, Township 13S, Range 10E, SL
b&m Criteria:wrtypes=W,C,E podtypes=S,U,D,Sp,P status=U,A,P usetypes=all
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Weil name: 12-04 Ute Oil Company Kenilworth RR #1
Operator: Ute Oil Company
stringtype: Surface Project ID:

43-007-31006
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collaose Collapse: H2S considered? No

Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F

Design is based on evacuated pipe. Bottom hole temperature: 79 °F

Temperature gradient: 1.40 °F/100ft

Minimum section length: 250 ft

Design factor 1.00 Cement top: Surface
Burst
Nx anticipated surface

pressure: 282 psi
Internal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 320 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B) Re subsequent strings:

Next setting depth: 4,600 ft
Tension is based on buoyed weight. Next mud weight: 8.400 ppg
Neutral point: 280 ft Next setting BHP: 2,007 psi

Fracture mud wt: 19.250 ppg
Fracture depth: 320 ft
Injection pressure 320 psi

Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft')
1 320 8.625 24.00 J-55 ST&C 320 320 7.972 15.4

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 140 1370 9.811 320 2950 9.22 7 244 36.35 J

Prepared ClintonDworshak Phone: 801-538-5280 Date: December 8,2004
by: Utah Div. of Oil &Mining FAX: 801-359-3940 Salt Lake City, Utah

Remarks:
Collapse is based on a vertical depth of 320 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibilíty for use of this desígn wi/Ibe that of the
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Well name: 12-04 Ute Oil Company Kenilworth RR #1
Operator: Ute Oil Company
String type: Production Project ID:

43-007-31006
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collaose Collapse: H2S considered? No

Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottom hole temperature: 139 °F

Temperature gradient: 1.40 °F/100ft
Minimum section length: 1,500 ft

Burst:
Design factor 1.00 Cement top: 1,156 ft

Max anticipated surface
pressure: 1,455 psi

intemal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 2,007 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B)

Tension is based on buoyed weight.
Neutral point: 4,014 ft

Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft')
1 4600 5.5 17.00 J-55 LT&C 4600 4600 4.767 158.5

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 2007 4910 2.446 2007 5320 2.65 68 247 3.62 J

Prepared ClintonDworshak Phone: 801-538-5280 Date: December 8,2004
by: Utah Div. of Oil & Mining FAX: 801-359-3940 Salt Lake City, Utah

Remarks:
Collapse is based on a vertical depth of 4600 ft, a mud weightof 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design willbe that of the
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OLENE S. WALKER

Governor

GAYLE R McKEACHNIE
Lieutenant Governor

State of Utah December 21, 2004

Department of
Natural Resources

ROBERT L. DM GAN Ute Oil Company
201 W Wall Street#806

Division of Midland, TX 79701
Oil, Gas & Mining

MARYANN WRIGHT
Acting Divísion Director Re: Kenilworth Railroad Well #1Well, 496' FSL, 1289' FEL, SE SE, Sec. 16,

T. 13 South, R. 10 East, CarbonCounty, Utah

Gentlemen:

Pursuant to the provisions and requirements of Utah CodeAnn.§ 40-6-1 et
seq., Utah Administrative Code R649-3-1 et seq., and the attached Conditions of
Approval, approval to drill the referenced well is granted.

Appropriate information has been submitted to DOGM and administrative
approval of the requested exception location is hereby granted.

This approval shall expire one year from the above date unless substantial and
continuous operation is underway, or a request for extension is made prior to the
expiration date. The API identification number assigned to thiswell is 43-007-31006.

ince ely,

J hn R. Baza
Associate Director

pab
Enclosures

cc: Carbon County Assessor

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone(801) 538-5340•facsimile (801) 359-3940 •TTY (801) 538-7458 • www.ogm.urah.gov Where ideas
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Operator: Ute Oil Company
Well Name & Number Kenilworth Railroad Well #1
API Number: 43-007-31006
Lease: Fee-BH-61504

Location: SE SE Sec. 16 T. 13 South R. 10 East

Conditions of Approval

1. General
Compliance with the requirements of Utah Admin. R. 649-1 et seq., the Oil and Gas
Conservation General Rules, and the applicable terms and provisions of the approved
Application for permit to drill.

2. Notification Requirements
The operator is required to notify the Division of Oil, Gas and Mining of the following
actions during drilling of this well:

• 24 hours prior to cementing or testing casing
• 24 hours prior to testing blowout prevention equipment
• 24 hoursprior to spudding the well
• within 24 hours of any emergency changes made to the approved drilling program
• prior to commencing operations to plug and abandon the well

The following are Division of Oil, Gas and Mining contacts and their work telephone
numbers (please leave a voice mail message if the person is not available to take the call):

• Dan Jarvis at (801) 538-5338
• Carol Daniels at (801) 538-5284 (spud)

3. Reporting Requirements
All required reports, forms and submittals will be promptly filed with the Division,
including but not limited to the Entity Action Form (Form 6), Report of Water
Encountered During Drilling (Form 7), Weekly Progress Reports for drilling and
completion operations, and Sundry Notices and Reports on Wells requesting approval of
change of plans or other operational actions.

4. Compliance with the Conditions of Approval/Application for Permit to Drill outlined in the
Statement of Basis. (Copy
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Page 2
API #43-007-31006
December 21, 2004

5. This proposed well is located in an area for which drilling units (well spacing patterns) have
not been established through an order of the Board of Oil, Gas and Mining (the "Board").
In order to avoid the possibility of waste or injury to correlative rights, the operator is
requested, once the well has been drilled, completed, and has produced, to analyze
geological and engineering data generated therefrom, as well as any similar data from
surrounding areas if available. As soon as is practicable after completion of its analysis,
and if the analysis suggests an area larger than the quarter-quarter section upon which the
well is located is being drained, the operator is requested to seek an appropriate order
fromthe Board establishing drilling and spacing units in conformance with such analysis
by filing a Request for Agency Action with the

O O
Page 2
API #43-007-31006
December 21, 2004

5. This proposed well is located in an area for which drilling units (well spacing patterns) have
not been established through an order of the Board of Oil, Gas and Mining (the "Board").
In order to avoid the possibility of waste or injury to correlative rights, the operator is
requested, once the well has been drilled, completed, and has produced, to analyze
geological and engineering data generated therefrom, as well as any similar data from
surrounding areas if available. As soon as is practicable after completion of its analysis,
and if the analysis suggests an area larger than the quarter-quarter section upon which the
well is located is being drained, the operator is requested to seek an appropriate order
fromthe Board establishing drilling and spacing units in conformance with such analysis
by filing a Request for Agency Action with the



STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL, GAS ANDMINING 5. LEASEDESIGNATIONANDSERIALNUMBER

FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS
6. IFINDIAN,ALLOTTEEORTRIBENAME:

7. UNfr or CA AGREEMENTNAME:
Do not use thisibrm for pmposals 10driltnewwells, significantly deepen existing wellsbelow current bottom-hole depth, reenter plugged wells, or to

drillhorizontal laterals. Use APPUCATION FOR PERMIT TO DRILLform forsuch proposals.

1. TYPE OF WELL ·-• 8. WELLNAMEand NUMBER:
OILWELL L_| GAS WELL OTHER .KenilworthRailroad Well#1

2. NAMEOF OPERATOR: 9. API NUMBER:

Ute Oil Company (dba A.C.T. Operating Company) 4300731006
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDANDPOOL, OR WILDCAT:

201 W. Wall street#806 y Midland sy,,, TX ,,79701 (432) 683-4640 Helper Field
4. LOCATIONOFWELL

FOOTAGESATSURFAce 1289.9' FEL and 494.6' FSL COUNTY: Carbon

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:SESE 16 13S 10E STATE:
UTAH

CHECK APPROPRIATE BOXESTO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPEOF SUSMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICE OF INTENT

(Submit in Dupilcate) ALTERCASING FRACTURETREAT SIDETRACKTO REPAIRWELL

Appmximate date work wilI•= O CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

3/1/2005 CHANGETO PREVIOUS PLANS OPERATORCHANGE TUBINGREPAIR

O CHANGETUBING PLUGANDABANDON VENTOR FLARE

O SUBSEQUENT REPORT CHANGEWELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

O CHANGE WELLSTATUS PRODUCTION(STARTIRESUME) WATER SHUT-OFF
Date ofwork completion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELLSITE OTHER:

CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBEPROPOSED OR COMPLETED OPERATIONS.Clearlyshowall pertinent details including dates, depths, volumes,etc.

Increase the setting depth of the8 5/8" surface casing to 460'. Change the 5 1/2" production casing from
17# J-55 LT &C to 17# M-80 LT&C.

FEBi 6 2005

NAME(PLEASE PRINT) Mary Tesitor TITLE Engineering Technician

SIGNATURE DATE 2/15/2005

(This space for Stato use only)

(5/2000) , (See instructions on Reverse
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Well name: 12-04 Ute Oil Company Kenilworth RR #1
operator: Ute Oil Company
String type: Surface Project ID:

43-007-31006
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No

Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottomhole temperature: 81 *F

Temperature gradient: 1.40 °F/100ft
Minimumsection length: 250 ft

Design factor 1.00 Cement top: 140 ft
Burst

x anticipated surface
pressure: 405 psi

Internal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 460 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yleid: 1.50 (B) Re subsequent strings:

Next setting depth: 4,600 ft
Tension is based on buoyed weight. Next mud weight: 8.400 ppg
Neutral point: 402 ft Next setting BHP: 2,007 psi

Fracture mud wt: 19.250 ppg
Fracture depth: 460 ft
injectionpressure 460 psi

Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (in) (Ibs/ft) (ft) (ft) (In) (ft')
1 460 8.625 24.00 J-55 ST&C 460 460 7.972 22.2

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psl) Factor (KIps) (Kips) Factor
i 201 1370 6.825 460 2950 6.41 10 244 25.29 J

Prepared Clinton Dworshak Phone: 801-538-5280 Date: February 16,2005
by: Utah Div. of Oil& Mining FAX: 801-359-3940 Salt Lake City,Utah

Remarks:
Collapse is based on a veitical depth of 460 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop &Kemlermethod of biaxialcorrectionfor tension.

Burst strength is not adjusted for tension.

Engineering responsibilityfor use of this design wi/Ibe thatof the
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Wellname: 12-04 Ute Oil Company Kenilworth RR #1
operator: Ute Oil Company
String type: Production Project ID:

43-007-31006
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collappe: H2S considered? No

Mudweight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuatedpipe. Bottom hole temperature: 139 °F

Temperature gradient: 1.40 °F/100ft
Minimumsectionlength: 1,500 ft

Design factor 1.00 Cement top: 1,157 ftautat
Maxanticipated surface

pressure: 1,455 psi
Intemal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 2,007 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buuress: 1.60 (J)

Premium: 1.50 (J)
Bodyyield: 1.50 (B)

Tension is based on buoyed weight.
Neutral point: 4,014 ft

Run Segment Nominal End True
Ven¯

Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (In) (Ibs/ft) (ft) (ft) (in) (ft')
1 4600 5.5 17.00 Mav-80 LT&C 4600 4600 4.767 158.5

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 2007 6290 3.134 2007 7740 3.86 68 273 4.00 B

Prepared ClintonDworshak Phone: 801-538-5280 Date: February 16,2005
by: Utah Div. of Oil& Mining FAX: 801-359-3940 Salt Lake City,Utah

Remarks:
Collapse is based on a verticaldepth of 4600 ft, a mud weightof 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapsestrengthis based onthe Westcott, Dunlop &Kemiermethod of biaxialcorrection for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this des/gn willbe that of the
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February 15, 2005

Diana Whitney
State of Utah Department of Natural Resources
Divisionof Oil, Gas, and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

Dear Diana,

Enclosed you will find Form 9 - Sundry Notices for the Kenilworth Railroad Well #1 and the Ballpark
Canyon #1. Please call if you have any questions or need additional information.

Best Regards,

Mary Tesitor
Engineering Technician
Oso Energy Resources, Agent for ACT Operating Co.

Encl.

900 Main Ave., Ste. D Ph: 970.247.4126
Durango, CO 81301 Fax:
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STATE OF UTAH FORM9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL,GASANDMINING 5. LEASEDESIGNATIONANDSERIAL NUMBER:

$Q$ FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS
6. IFINDIAN,ALLOTTEEORTRîBENAME:

7. UNITorCA AGREEMENTNAME:

Do not use thisform forproposals lo drillnewwells,significantlydespen existingwells below awrent bottom-hole depth, reenter plugged wells,or 10
drillhorizontal laterais. Use APPLICATIONFOR PERMIT TO DRILLfann forsuch poposals.

1. TYPE OF WELL 8, WELLNAMEand NUMBER:
OILWELL Q GAS WELL OTHER KenilworthRailroad Well#1

2. NAMEOF OPERATOR: 9. API NUMBER

Ute Oil Company (dba A.C.T. Operating Company) 4300731006
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDANDPOOL, OR WILDCAT:

201 W. Wall Street#806 ce Midland STATE TX ,,,79701 (432) 683-4640 Helper Field
4. LOCATIONOF WELL

FOOTAGESATSURFACE: 1289.9' FEL and 494.6' FSL COUNTY: Carbon

QTRJQTR,SECTION, TOWNSHIP. RANGE, MERIDIAN:SESE 16 13S 10E STATE:
UTAH

o. CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA

TYPEOF SUBMISSloN TYPE OF ACTION

NOTICE OF INTENT O ^ci Ize O DEEPEN REPERFORATE CURRENT FORMATION

(Submit in Duplicate) ALTERCASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate dateworkwillstad CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

3/7/2005 CHANGETO PREVIOUS PLANS O OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUGANDABANDON VENTOR FLARE

O SUBSEQUENT REPORT CHANGEWELLNAME PLUGBAW WATER DISPOSAL
(Submit Original Form Only)

O CHANGEWELLSTATUS PRODUCTION(STARTIRESUME) WATERSHUT-OFF
Dateofwork completion:

O COMMINGLEPRODUCtNG FORMATIONS RECt.AMATIONOF WELLSITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMÞLETED OPERATIONS. Clearlyshow allpartinent detallsincluding dates, depths, volumes, etc.

Increase the setting depth of the8 5/8" surface casing to 460'. Change the5 1/2" production casing from
17# M-80 LT&Cto 17# J-55 LT& C.

RECEIVED
MARO8 2005

TTOOPE2ATo2 DIVOF0lL,GAS&MINING

NAME(PLEASE PRINT ÎlILE Engineering Technician

SIGNATURE 3/4/2005

(This space for State use only)

VED SYTHESTATE
UTAH DíVISION OF

L, GA ND MiNING
(5/2000) (See Instructions on Reverse

O e
STATE OF UTAH FORM9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL,GASANDMINING 5. LEASEDESIGNATIONANDSERIAL NUMBER:

$Q$ FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS
6. IFINDIAN,ALLOTTEEORTRîBENAME:

7. UNITorCA AGREEMENTNAME:

Do not use thisform forproposals lo drillnewwells,significantlydespen existingwells below awrent bottom-hole depth, reenter plugged wells,or 10
drillhorizontal laterais. Use APPLICATIONFOR PERMIT TO DRILLfann forsuch poposals.

1. TYPE OF WELL 8, WELLNAMEand NUMBER:
OILWELL Q GAS WELL OTHER KenilworthRailroad Well#1

2. NAMEOF OPERATOR: 9. API NUMBER

Ute Oil Company (dba A.C.T. Operating Company) 4300731006
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDANDPOOL, OR WILDCAT:

201 W. Wall Street#806 ce Midland STATE TX ,,,79701 (432) 683-4640 Helper Field
4. LOCATIONOF WELL

FOOTAGESATSURFACE: 1289.9' FEL and 494.6' FSL COUNTY: Carbon

QTRJQTR,SECTION, TOWNSHIP. RANGE, MERIDIAN:SESE 16 13S 10E STATE:
UTAH

o. CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA

TYPEOF SUBMISSloN TYPE OF ACTION

NOTICE OF INTENT O ^ci Ize O DEEPEN REPERFORATE CURRENT FORMATION

(Submit in Duplicate) ALTERCASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate dateworkwillstad CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

3/7/2005 CHANGETO PREVIOUS PLANS O OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUGANDABANDON VENTOR FLARE

O SUBSEQUENT REPORT CHANGEWELLNAME PLUGBAW WATER DISPOSAL
(Submit Original Form Only)

O CHANGEWELLSTATUS PRODUCTION(STARTIRESUME) WATERSHUT-OFF
Dateofwork completion:

O COMMINGLEPRODUCtNG FORMATIONS RECt.AMATIONOF WELLSITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMÞLETED OPERATIONS. Clearlyshow allpartinent detallsincluding dates, depths, volumes, etc.

Increase the setting depth of the8 5/8" surface casing to 460'. Change the5 1/2" production casing from
17# M-80 LT&Cto 17# J-55 LT& C.

RECEIVED
MARO8 2005

TTOOPE2ATo2 DIVOF0lL,GAS&MINING

NAME(PLEASE PRINT ÎlILE Engineering Technician

SIGNATURE 3/4/2005

(This space for State use only)

VED SYTHESTATE
UTAH DíVISION OF

L, GA ND MiNING
(5/2000) (See Instructions on Reverse



oS RP.

March 4, 2005

Carol Daniel
State of Utah Department of Natural Resources
Divisionof Oil, Gas, and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

Dear Carol,

Please find the enclosed Sundry Notice for the Kenilworth Railroad Well #1. Please call if you have any
questions or concerns.

Best Regards,

Mary Tesitor
EngineeringTechnician
Oso Energy Resources, Agent for ACT Operating Co.

RECElVED

Encl.
DIVOFOIL,GAS&MINING

900 Main Ave., Ste. D Ph: 970.247.4126
Durango, CO 81301 Fax:

oS RP.

March 4, 2005

Carol Daniel
State of Utah Department of Natural Resources
Divisionof Oil, Gas, and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

Dear Carol,

Please find the enclosed Sundry Notice for the Kenilworth Railroad Well #1. Please call if you have any
questions or concerns.

Best Regards,

Mary Tesitor
EngineeringTechnician
Oso Energy Resources, Agent for ACT Operating Co.

RECElVED

Encl.
DIVOFOIL,GAS&MINING

900 Main Ave., Ste. D Ph: 970.247.4126
Durango, CO 81301 Fax:



610 O O

DIVISION OF OIL, GAS AND MINING

SPUDDING INFORMATION

Name of Company: UTE OIL COMPANY

Well Name: KENILWORTH RR #1

Api No: 43-007-31006 Lease Type: FEE

Section 16 Township 13S Range 10E County CARBON

Drilling Contractor TRIPLE A DRILLING RIG #

SPUDDED:
Date 03/09/05

Time

How DRY

Drilling wi/I commence:CDDT Drillinq Riq #5/cominq fr New Mexico

Reported by LARRY STRONG/ CONSULTANT

Telephone# 1-903-721-0102

Date 03/11/2005 Signed

610 O O

DIVISION OF OIL, GAS AND MINING

SPUDDING INFORMATION

Name of Company: UTE OIL COMPANY

Well Name: KENILWORTH RR #1

Api No: 43-007-31006 Lease Type: FEE

Section 16 Township 13S Range 10E County CARBON

Drilling Contractor TRIPLE A DRILLING RIG #

SPUDDED:
Date 03/09/05

Time

How DRY

Drilling wi/I commence:CDDT Drillinq Riq #5/cominq fr New Mexico

Reported by LARRY STRONG/ CONSULTANT

Telephone# 1-903-721-0102

Date 03/11/2005 Signed



STATE OF UTAH FORM 6

DEPARTMENTOF NATURALRESOURCES
DivisloN OF OIL,GASANDMINING

ENTITY ACTIONFORM

Operator: Ute OilCompany(dba A.C.T. Operating Company) OperatorAccount Number: N (ÑÚ
Address: 201 W. Wall, Suite 806

city Midland

state TX g¡p 79701 Phone Number: (432) 683-4640

Well 1
API Number Well Name QQ Sec Twp Rng County

4300731006 KenilworthRailroad Well #1 SESE 16 13S 10E Carbon

Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date

A (p 2 3/15/2005 pg~

Comments:

WeilA2PI
Number Well Name QQ Sec Twp Rng County

Action Code Current Entity New Entity Spud Date Entity Assignment
Nutuber Number Effective Date

Comments: RECEIVED
MAR2 12005

Wella DIV.OFOIL,GAS&MINING
API Number Well Name QQ Sec Twp Rng County

Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date

Comments:

ACTIONCODES:
A - Establish new entity for new well (single wellonly) Mary Tesitor (agent for ACT Operating Co.)

B • Add newwell to existingentity (groupor unit well) Nam Please Print) *

C · Re-assign well from one existingentity to anotherexistingentity
D - Re-assign well from one existingentity to a new entity Sigda

E • Other (Explain in 'comments' section) Engineering Technician 3/16/2005
Title Date

STATE OF UTAH FORM 6

DEPARTMENTOF NATURALRESOURCES
DivisloN OF OIL,GASANDMINING

ENTITY ACTIONFORM

Operator: Ute OilCompany(dba A.C.T. Operating Company) OperatorAccount Number: N (ÑÚ
Address: 201 W. Wall, Suite 806

city Midland

state TX g¡p 79701 Phone Number: (432) 683-4640

Well 1
API Number Well Name QQ Sec Twp Rng County

4300731006 KenilworthRailroad Well #1 SESE 16 13S 10E Carbon

Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date

A (p 2 3/15/2005 pg~

Comments:

WeilA2PI
Number Well Name QQ Sec Twp Rng County

Action Code Current Entity New Entity Spud Date Entity Assignment
Nutuber Number Effective Date

Comments: RECEIVED
MAR2 12005

Wella DIV.OFOIL,GAS&MINING
API Number Well Name QQ Sec Twp Rng County

Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date

Comments:

ACTIONCODES:
A - Establish new entity for new well (single wellonly) Mary Tesitor (agent for ACT Operating Co.)

B • Add newwell to existingentity (groupor unit well) Nam Please Print) *

C · Re-assign well from one existingentity to anotherexistingentity
D - Re-assign well from one existingentity to a new entity Sigda

E • Other (Explain in 'comments' section) Engineering Technician 3/16/2005
Title Date



REC E"VED
APR06 2005

DIVOFOIL,GAS&MINING

April 1, 2005

Carol Daniels
State of Utah Department of NaturalResources
Divisionof Oil, Gas, and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

Dear Carol,

Please find the enclosed original Sundry Notice for the Kenilworth Railroad Well #1. A copy was faxed to

you oñice Friday April 1. Please call if you have any questions or concerns.

Best Regards,

Mary Tesitor
Engineering Technician
Oso Energy Resources, Agent for ACT Operating Co.

Encl.

900 Main Ave., Ste. D Ph: 970.247.4126
Durango, CO 81301 Fax:

REC E"VED
APR06 2005

DIVOFOIL,GAS&MINING

April 1, 2005

Carol Daniels
State of Utah Department of NaturalResources
Divisionof Oil, Gas, and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

Dear Carol,

Please find the enclosed original Sundry Notice for the Kenilworth Railroad Well #1. A copy was faxed to

you oñice Friday April 1. Please call if you have any questions or concerns.

Best Regards,

Mary Tesitor
Engineering Technician
Oso Energy Resources, Agent for ACT Operating Co.

Encl.

900 Main Ave., Ste. D Ph: 970.247.4126
Durango, CO 81301 Fax:



! CEIVED
O RO6 2005

STATE OF UTAH FORM9

D ON F
OFILNATUAMLARNEDSOMURNœsG

FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS 6. 1FINDIAN,ALLOTTEEORTRIBENAME:

7. UNIT or CA AGREEMENT NAME:
Do not use thisform for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wolle, or to

drill horizontal laterais. Use APPLICATION FOR PERMIT TO DRILLform for such proposals.
1. TYPE OF WELL

OIL WELL GAS WELL 2 OTHER
8. WELL NAMEand NUMBER:

Kenilworth Railroad Well #1
2. NAMEOF OPERATOR: 9. API NUMBER:

Ute Oil Company (dba A.C.T. Operating Company) 4300731006
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:

201 W. Wall Street #806 crrv Midland STATE TX 7, 79701 (432) 683-4640 Helper Field
4. LOCATION OF WELL

FOOTAGESATSURFACE: 26 FEL and 494.6' FSL COUNTY: Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESE 16 13S 10E STATE:
UTAH

ii. CHECK APPROPRIATEBOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSlON TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICE OF INTENT
(Submit in Dupiloate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASINGREPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL
(SubmitOriginal Form Only)

O CHANGE WELL STATUS PRODUCTION (START/RESUME) WATER SHUT ()FF
Date of work completion;

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:
3/31/2005 O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearlyshowall pertinent details including dates, depths, volumes, etc.

The wellwas drilled to an original depth of 4576', due to hole conditionsand timeon well, casing was set at
4460'.

The well is currentlywaiting on completion.

NAME(PLEASE PRINT) Mary Tesitor (agent for A.C.T. Operating) TITLE Engineering Technician

SIGNATURE DATE 4/1/2005

(This space for State use only)

(5f2000) (See instructions on Reverse

! CEIVED
O RO6 2005

STATE OF UTAH FORM9

D ON F
OFILNATUAMLARNEDSOMURNœsG

FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS 6. 1FINDIAN,ALLOTTEEORTRIBENAME:

7. UNIT or CA AGREEMENT NAME:
Do not use thisform for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wolle, or to

drill horizontal laterais. Use APPLICATION FOR PERMIT TO DRILLform for such proposals.
1. TYPE OF WELL

OIL WELL GAS WELL 2 OTHER
8. WELL NAMEand NUMBER:

Kenilworth Railroad Well #1
2. NAMEOF OPERATOR: 9. API NUMBER:

Ute Oil Company (dba A.C.T. Operating Company) 4300731006
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:

201 W. Wall Street #806 crrv Midland STATE TX 7, 79701 (432) 683-4640 Helper Field
4. LOCATION OF WELL

FOOTAGESATSURFACE: 26 FEL and 494.6' FSL COUNTY: Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESE 16 13S 10E STATE:
UTAH

ii. CHECK APPROPRIATEBOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSlON TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICE OF INTENT
(Submit in Dupiloate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASINGREPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL
(SubmitOriginal Form Only)

O CHANGE WELL STATUS PRODUCTION (START/RESUME) WATER SHUT ()FF
Date of work completion;

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:
3/31/2005 O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearlyshowall pertinent details including dates, depths, volumes, etc.

The wellwas drilled to an original depth of 4576', due to hole conditionsand timeon well, casing was set at
4460'.

The well is currentlywaiting on completion.

NAME(PLEASE PRINT) Mary Tesitor (agent for A.C.T. Operating) TITLE Engineering Technician

SIGNATURE DATE 4/1/2005

(This space for State use only)

(5f2000) (See instructions on Reverse



STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL,GAS AND MINING 5. LEASE DESIGNATIONAND $ERAL NUMBER:
FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS 6. IFINDIAN,ALLOTTEEORTRIBENAME;

7. UNITor CA AGREEMENTNAME:
Do notuse thisform for proposals todrillnewwells, significantlydeepen existing wellsbelow current bottonWiole depth, reenter plugged wells, or to

drillhorizontal laterals. Use APPLICATIONFOR PERMITTODRILLform for such proposals.

1. TYPE OF WELL
OIL WELL GAS WELL OTHER CBM 8. WELLNAMEand NUMBER:

Kenilworth Rail Road #1
2 NAMEOF OPERATOR: 9. API NUMBER;

Marion Energy Inc, gj g}' 4300731006
3 ADDRESSOF OPERATOR PHONENUMBER: 10. F1ELDAND POOL, OR WILDCAT:

119 S. Tennessee, Ste. 200 McKinney TX ,75069 (972) 540-2967 Helper Field
4. LOCATIONOF WELL

FOOTAGESATSURFACE 1289.9' FEL and 494.6 FSL COUNTY: Carbon

QTR/QTR, SECTION. TOWNSHIP, RANGE, MERIDIAN;SESE 16 13 10 STATE:
UTAH

ii. CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDI2E DEEPEN REPERFORATE CURRENT FORMAT10N
NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIRWELL

Approximate date work willstart: CASING REPAlR NEWCONSTRUCTION TEMPORARILYABANDON

CHANŒ TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGE TUBING PLUG ANDABADON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELLSTATUS PRODUCTION(START/RESUME) WATER SHUT-OFF
Date of work completion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELLSITE OTHER:

CONVERT WELLTYPE RECOMPLETE-DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS.Clearly show all pertinent details including dates, depths, volumes, etc.

Marion Energy Inc. willtakeover operations ofthe Kenilworth Rail Road #1 well which is currentlyoperated by Ute Oil
Company (dba ACT Operating Company). ggg 7g

NAME(PLEASE PRINT) TITLE

SIGNATURE DATE

(Thle space for State use only)

APPROVED 5/9 / 05 RECEIVED
(54000) (See Instructions on Reverse Side) MAYO5 2005

Division of Oil,GasandMining
Earlene Russell, Engineering Technician DIV.OFOIL,GAS&

STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL,GAS AND MINING 5. LEASE DESIGNATIONAND $ERAL NUMBER:
FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS
6. IFINDIAN,ALLOTTEEORTRIBENAME;

7. UNITor CA AGREEMENTNAME:
Do notuse thisform for proposals todrillnewwells, significantlydeepen existing wellsbelow current bottonWiole depth, reenter plugged wells, or to

drillhorizontal laterals. Use APPLICATIONFOR PERMITTODRILLform for such proposals.

1. TYPE OF WELL
OIL WELL GAS WELL OTHER CBM 8. WELLNAMEand NUMBER:

Kenilworth Rail Road #1
2 NAMEOF OPERATOR: 9. API NUMBER;

Marion Energy Inc, gj g}' 4300731006
3 ADDRESSOF OPERATOR PHONENUMBER: 10. F1ELDAND POOL, OR WILDCAT:

119 S. Tennessee, Ste. 200 McKinney TX ,75069 (972) 540-2967 Helper Field
4. LOCATIONOF WELL

FOOTAGESATSURFACE 1289.9' FEL and 494.6 FSL COUNTY: Carbon

QTR/QTR, SECTION. TOWNSHIP, RANGE, MERIDIAN;SESE 16 13 10 STATE:
UTAH

ii. CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDI2E DEEPEN REPERFORATE CURRENT FORMAT10N
NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIRWELL

Approximate date work willstart: CASING REPAlR NEWCONSTRUCTION TEMPORARILYABANDON

CHANŒ TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGE TUBING PLUG ANDABADON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELLSTATUS PRODUCTION(START/RESUME) WATER SHUT-OFF
Date of work completion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELLSITE OTHER:

CONVERT WELLTYPE RECOMPLETE-DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS.Clearly show all pertinent details including dates, depths, volumes, etc.

Marion Energy Inc. willtakeover operations ofthe Kenilworth Rail Road #1 well which is currentlyoperated by Ute Oil
Company (dba ACT Operating Company). ggg 7g

NAME(PLEASE PRINT) TITLE

SIGNATURE DATE

(Thle space for State use only)

APPROVED 5/9 / 05 RECEIVED
(54000) (See Instructions on Reverse Side) MAYO5 2005

Division of Oil,GasandMining
Earlene Russell, Engineering Technician DIV.OFOIL,GAS&



-. O O
STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL,GAS AND MINING 5. LEASE DESIGNATIONAND SERAL NUMBER:

FEE-BH-61504
6. IF INDIAN,ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENTNAME:

Do not use thisform for proposals todrillnew wells, significantly deepen existing wells beloW Current bottom-hole depth, reenter plugged wells, or to
drillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for auchproposals.

1. TYPE OF WELL
OIL WELL GAS WELL OTHER CBM B WELLNAMEand NUMEIER:

Kenitworth Rail Road #1
2U MEOFcoo

a y (dba ACT Operating Company). Ñ 2 (p ŸÖ 3
7M31

06
3. ADDRESSOF OPERATOR: PHONENUMBER: 10. FIELDAND POOL. OR WILDCAT:

201 W. Wall St#806 mY Midland s,,,, TX -,,,79701 (432) 683-4640 Helper Field
4. LOCATIONOF WELL

FOOTAGESAT SURFACE: 1289.9' FEL and 494.6 FSL COUNTY: Carbon

QTR/QTR, SECTION, TOWNSHIP. RANGE, MERIDIAN:SESE 16 13 10 STATE
UTAH

n CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

NOTICE OF INTENT
ACIDIZE DEEPEN REPERFORATE CURRENT FORMAT10N

(Submit in Dupilcate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

og O CHANŒ TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATERDISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION(START/RESUME) WATERSHUT-OFF
Date ofwork completion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly showallpertinent details including dates, depths, volumes, etc.

Marion Energy Inc. will takeover operations of the KenilworthRail Road #1 well which is currentlyoperated by Ute Oil
Company (dba ACT Operating Company).

NAME(PLEASE PRINT) & TITLE V,ye es, de «‡
SIGNATURE DATE

(This space for State use only)

APPROVED / /L RECEIVED

(5/2000) (See Instructions on Reverse Side)

Divisionof Oil,GasandMining
Earlene Russell,EngineeringTechnicim DNOFOIL,GAS&

-. O O
STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL,GAS AND MINING 5. LEASE DESIGNATIONAND SERAL NUMBER:

FEE-BH-61504
6. IF INDIAN,ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENTNAME:

Do not use thisform for proposals todrillnew wells, significantly deepen existing wells beloW Current bottom-hole depth, reenter plugged wells, or to
drillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for auchproposals.

1. TYPE OF WELL
OIL WELL GAS WELL OTHER CBM B WELLNAMEand NUMEIER:

Kenitworth Rail Road #1
2U MEOFcoo

a y (dba ACT Operating Company). Ñ 2 (p ŸÖ 3
7M31

06
3. ADDRESSOF OPERATOR: PHONENUMBER: 10. FIELDAND POOL. OR WILDCAT:

201 W. Wall St#806 mY Midland s,,,, TX -,,,79701 (432) 683-4640 Helper Field
4. LOCATIONOF WELL

FOOTAGESAT SURFACE: 1289.9' FEL and 494.6 FSL COUNTY: Carbon

QTR/QTR, SECTION, TOWNSHIP. RANGE, MERIDIAN:SESE 16 13 10 STATE
UTAH

n CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

NOTICE OF INTENT
ACIDIZE DEEPEN REPERFORATE CURRENT FORMAT10N

(Submit in Dupilcate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

og O CHANŒ TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATERDISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION(START/RESUME) WATERSHUT-OFF
Date ofwork completion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly showallpertinent details including dates, depths, volumes, etc.

Marion Energy Inc. will takeover operations of the KenilworthRail Road #1 well which is currentlyoperated by Ute Oil
Company (dba ACT Operating Company).

NAME(PLEASE PRINT) & TITLE V,ye es, de «‡
SIGNATURE DATE

(This space for State use only)

APPROVED / /L RECEIVED

(5/2000) (See Instructions on Reverse Side)

Divisionof Oil,GasandMining
Earlene Russell,EngineeringTechnicim DNOFOIL,GAS&



Diyision o Oil, Gas and Mining
ROUTING

OPERATOR CHANGE WORKSHEET
2. CDW

013
X Change of Operator (Well Sold) Designation of Agent/Operator

Operator Name Change Merger

The operator of the well(s) listed below has changed, effective:

FROM: (Old Operator): TO: ( New Operator):
N2675-Ute Oil Company N2740-Marion Energy, Inc.

dba ACT Operating Company 119 S Tennessee, Suite 200
201 W Wall St, Suite 806 McKinney, TX 75069
Midland, TX 79701

Phone: 1-(432) 683-4640 Phone: 1-(972) 540-2967

CA No. Unit:
WELL(S)
NAME SEC TWN RNG API NO ENTITY LEASE WELL WELL

NO TYPE TYPE STATUS
KENILWORTH RR #1 16 130S 100E 4300731006 14624 FEE GW DRL
KENILWORTH RR #2 16 130S 100E 4300731007 14625 FEE GW DRL
BALLPARK CANYON #l 16 130S 100E 4300731015 FEE GW APD

OPERATOR CHANGES DOCUMENTATION
Enter date after each listed item is completed
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on: 5/5/2005
2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 5/5/2005

3. The new company was checked on the Department of Commerce, Division of Corporations Database on: 4/7/2005
4. Is the new operator registered in the State of Utah: YES Business Number: 5868337-0143
5. If NO, the operator was contacted contacted on:

6a. (R649-9-2)Waste Management Plan has been received on: 5/5/2005
6b. Inspections of LA PA state/fee well sites complete on: n/a

Marion Energy FORM 4A.xls

Diyision o Oil, Gas and Mining
ROUTING

OPERATOR CHANGE WORKSHEET
2. CDW

013
X Change of Operator (Well Sold) Designation of Agent/Operator

Operator Name Change Merger

The operator of the well(s) listed below has changed, effective:

FROM: (Old Operator): TO: ( New Operator):
N2675-Ute Oil Company N2740-Marion Energy, Inc.

dba ACT Operating Company 119 S Tennessee, Suite 200
201 W Wall St, Suite 806 McKinney, TX 75069
Midland, TX 79701

Phone: 1-(432) 683-4640 Phone: 1-(972) 540-2967

CA No. Unit:
WELL(S)
NAME SEC TWN RNG API NO ENTITY LEASE WELL WELL

NO TYPE TYPE STATUS
KENILWORTH RR #1 16 130S 100E 4300731006 14624 FEE GW DRL
KENILWORTH RR #2 16 130S 100E 4300731007 14625 FEE GW DRL
BALLPARK CANYON #l 16 130S 100E 4300731015 FEE GW APD

OPERATOR CHANGES DOCUMENTATION
Enter date after each listed item is completed
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on: 5/5/2005
2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 5/5/2005

3. The new company was checked on the Department of Commerce, Division of Corporations Database on: 4/7/2005
4. Is the new operator registered in the State of Utah: YES Business Number: 5868337-0143
5. If NO, the operator was contacted contacted on:

6a. (R649-9-2)Waste Management Plan has been received on: 5/5/2005
6b. Inspections of LA PA state/fee well sites complete on: n/a

Marion Energy FORM 4A.xls
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7. Federal and Indian Lease Wells: The BLM and or the BIA has approved the merger, name change,

or operator change for all wells listed on Federal or Indian leases on: BLM n/a BIA n/a

8. Federal and Indian Units:
The BLM or BIA has approved the successor of unit operator for wells listed on: n/a

9. Federal and Indian Communization Agreements ("CA"):
The BLM or BIA has approved the operator for all wells listed within a CA on: n/a

10. Underground Injection Control ("UIC") The Division has approved UIC Form 5, Transfer of Authority to
Inject, for the enhanced/secondary recovery unit/project for the water disposal well(s) listed on; n/a

DATA ENTRY:
1. Changes entered in the Oil and Gas Database on: 5/9/2005

2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 5/9/2005

3. Bond information entered in RBDMS on: 5/9/2005

4. Fee/State wells attached to bond in RBDMS on: 5/9/2005

5. Injection Projects to new operator in RBDMS on; n/a

6. Receipt of Acceptance of Drilling Procedures for APD/New on: 5/5/2005

FEDERAL WELL(S) BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: n/a

INDIAN WELL(S) BOND VERIFICATION:
1. Indian well(s) covered by Bond Number: n/a

FEE & STATE WELL(S) BOND VERIFICATION:
1. (R649-3-1) The NEW operator of any fee well(s) listed covered by Bond Number B001617

2. The FORMER operator has requested a release of liability from their bond on: not yet
The Division sent response by letter on:

LEASE INTEREST OWNER NOTIFICATION:
3. (R649-2-10) The FORMER operator of the fee wells has been contacted and informed by a letter from the Division

of their responsibility to notify all interest owners of this change on: 5/10/2005

COMMENTS:

Marion Energy FORM 4A.xis

g e
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The BLM or BIA has approved the successor of unit operator for wells listed on: n/a

9. Federal and Indian Communization Agreements ("CA"):
The BLM or BIA has approved the operator for all wells listed within a CA on: n/a
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2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 5/9/2005

3. Bond information entered in RBDMS on: 5/9/2005

4. Fee/State wells attached to bond in RBDMS on: 5/9/2005

5. Injection Projects to new operator in RBDMS on; n/a

6. Receipt of Acceptance of Drilling Procedures for APD/New on: 5/5/2005

FEDERAL WELL(S) BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: n/a

INDIAN WELL(S) BOND VERIFICATION:
1. Indian well(s) covered by Bond Number: n/a

FEE & STATE WELL(S) BOND VERIFICATION:
1. (R649-3-1) The NEW operator of any fee well(s) listed covered by Bond Number B001617

2. The FORMER operator has requested a release of liability from their bond on: not yet
The Division sent response by letter on:

LEASE INTEREST OWNER NOTIFICATION:
3. (R649-2-10) The FORMER operator of the fee wells has been contacted and informed by a letter from the Division

of their responsibility to notify all interest owners of this change on: 5/10/2005

COMMENTS:

Marion Energy FORM 4A.xis
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Marion Energy Inc.

June 6, 2005

P.O. Box 145801
Salt lake City, UT
84114-5801

RE: Sundry Notice Form 9 (Kenilworth Rail Road #1 and #2 Well Completion Notice)

Dear Mr. Jarvis

Please find enclosed the original executed copies of our Sundry Form 9 for our
Kenilworth #1 and #2 wells. The form 9 sets out our plans for the completion of these
two wells.

If you require any further-information, please do not hesitate to contact me at (972) 540-
2987 ext. 3004or email bevatsdimariotienergvieoni

Sincerely,

Benjamin Evans
Landman

RECEIVED
JUNO8 2005

A OF0 L,GAS&MINING

119 SouthTennessee, Suite200, McKinney,TX, 75069
Telephone: (972) 540-2967

Fax: (972)

e e
Marion Energy Inc.

June 6, 2005

P.O. Box 145801
Salt lake City, UT
84114-5801

RE: Sundry Notice Form 9 (Kenilworth Rail Road #1 and #2 Well Completion Notice)

Dear Mr. Jarvis

Please find enclosed the original executed copies of our Sundry Form 9 for our
Kenilworth #1 and #2 wells. The form 9 sets out our plans for the completion of these
two wells.

If you require any further-information, please do not hesitate to contact me at (972) 540-
2987 ext. 3004or email bevatsdimariotienergvieoni

Sincerely,

Benjamin Evans
Landman

RECEIVED
JUNO8 2005

A OF0 L,GAS&MINING

119 SouthTennessee, Suite200, McKinney,TX, 75069
Telephone: (972) 540-2967

Fax: (972)
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STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LEASE DESIGNATIONAND SERAL NUMBER:

Fee-BH-61504
6 IF INDIAN,ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7 UNfTor CA AGREEMENTNAME:

Do not use thisform for proposals todrillnew wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for such proposals.

1. TYPE OF WELL
OIL WELL GAS WELL OTHER

Lil h-RNa

r d #1
2. NAMEOF OPERATOR: 9 API NUMBER:

Marion Energy, Inc 4300731006
3. ADDRESSOF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WLDCAT:

119 So. Tennessee #200 McKinney ye Tx , 75069 (972) 540-2967 Helper
4. LOCATIONOF WELL

FOOTAGESATSURFACE: 494' FSL & 1290' FEL COUNTY Carbon

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN SESE 16 13S 10E STATE:
UTAH

9t CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMAT10N2 NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Appmximate date work willstart: CASING REPAIR NEWCONSTRUCTION TEMPORARILYABANDON

7/15/2005 CHANGETO PREVIOUS PLANS OPERA70R CHANGE TUBINGREPAIR

CHANGE TUBlNG PLUG ANDABANDON VENT OR FLARE

O SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION(START/RESUME) WATER SHUT-OFF
Date of workcompletion:

O COMMINGLEPRODUCING FORMATlONS RECLAMATIONOF WELLSITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENTFORMATION

12- DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

1. MIRUWellPro well service
2. CO to PBTD of 4445' KB
3. Perforate Ferron Formation - gross interval from 4196'-4326' w/17 shots, 0.38"
4. Fracture treat Ferron Formation wl82,338 gals.,20# x-linked gel, 170,000# 16/30 Brady sand at 40 BPM. Max pressure 4300
psi
5. CO after fracture treatment
6. Clean up well, establish production rate
7. Tie well in to Marion gathering system

RECEIVED

JUNO8 2005

NAME(PLEASE PRINT) TITLE

SIGNATURE DATE

(This space for State use only) O sy THE STATE

(5/2000) o verse
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STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LEASE DESIGNATIONAND SERAL NUMBER:

Fee-BH-61504
6 IF INDIAN,ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7 UNfTor CA AGREEMENTNAME:

Do not use thisform for proposals todrillnew wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for such proposals.

1. TYPE OF WELL
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QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN SESE 16 13S 10E STATE:
UTAH

9t CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMAT10N2 NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Appmximate date work willstart: CASING REPAIR NEWCONSTRUCTION TEMPORARILYABANDON

7/15/2005 CHANGETO PREVIOUS PLANS OPERA70R CHANGE TUBINGREPAIR

CHANGE TUBlNG PLUG ANDABANDON VENT OR FLARE

O SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION(START/RESUME) WATER SHUT-OFF
Date of workcompletion:

O COMMINGLEPRODUCING FORMATlONS RECLAMATIONOF WELLSITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENTFORMATION

12- DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

1. MIRUWellPro well service
2. CO to PBTD of 4445' KB
3. Perforate Ferron Formation - gross interval from 4196'-4326' w/17 shots, 0.38"
4. Fracture treat Ferron Formation wl82,338 gals.,20# x-linked gel, 170,000# 16/30 Brady sand at 40 BPM. Max pressure 4300
psi
5. CO after fracture treatment
6. Clean up well, establish production rate
7. Tie well in to Marion gathering system

RECEIVED

JUNO8 2005

NAME(PLEASE PRINT) TITLE

SIGNATURE DATE

(This space for State use only) O sy THE STATE

(5/2000) o verse



STATE OF UTAH AMENDED REPORT O FORM 8

DEPARTMENTOF NATURALRESOURCES (highlight changes)

DIVISIONOF OIL, GAS AND MINING 5. LEASE DESIGNATIONANDSERIAL NUMBER:

Fee

WELL COMPLETION OR RECOMPLETION REPORT AND LOG
6. IFINDIAN.ALLOTTEEORTRIBENAME

la TYPE OF WELL: LLL
LL DRY O OTHER

7. UNITor CA AGREEMENT NAME

b TYPE OF WORK
8. WELL NAMEand NUMBER:

EW HOR Z D EP- R -TRY FS
OTHER Kenilworth Railroad # 1

2. NAMEOF OPERATOR:
9. API NUMBER:

Marion Energy, Inc. 4300731006

3. ADDRESS OF OPERATOR PHONE NUMBER: 10 FIELDAND POOL, OR W1LDCAT

119 So. Tennessee # 200 McKinney TX 75069 (972) 574-9001 Helper

4 LOCATIONOF WELL (FOOTAGES) 11. QTRIQTR, SECTION, TOWNSHIP, RANGE,
MERIDIAN:

ATSURFACE 494' FSL & 1290' FEL SESE 16 13S 10E

AT TOP PRODUCING INTERVALREPORTED BELOW Same
12. COUNTY 13 STATE

AT TOTAL DEPTH Same Carbon UTAH

14 DATE SPUDDED: 15. DATET.D. REACHED: 16. DATECOMPLETED: 17 ELEVATIONS(DF. RKB, RT, GL)

3/15/2005 3/23/2005 1/16/2006 ABANDONED READYTO PRODUCE O GR6584'

18. TOTALDEPTH: MD 4.576 19. PLUG BACK T D.: MD 4,445 20 IF MULTIPLECOMPLETIONS, HOW MANY?* 21 DEPTH BRIDGE MD
PLUG SET:

TVD TVD TVD

22. TYPE ELECTRIC ANDOTHER MECHANICAL LOGS RUN (Submit copy of each) 23

WAS WELLCORED? NO YES (Submn analyn)

Cased hole neutron and CBL WAS DST RUN? NO YES (Submd mpom

DIRECTIONALSURVEY? NO YES (Submit copy)

24. CASING AND LINER RECORD (Report all strings set in well)

HOLE SIZE SIZEIGRADE WEIGHT (#Mt.) TOP (MD) BOTTOM(MD)
STAGEDCEMENTER CNEMENTS KES

VOL BL) CEMENT TOP ** AMOUNT PULLED

12 1/4 8 5/8 J55 24 0 489 solli 280 70 CIR

7 7/8 5 1/2 JS5 17 0 4,476 50/50P 320 164 CIR

26. TUBING RECORD

SIZE DEPTH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MD) PACKER SET (MD)

2 3/8 4.356
26. PRODUCING INTERVALS 27. PERFORATION RECORD

FORMATIONNAME TOP (MD) BOTTOM(MD) TOP (TVD) BOTTOM(TVD) INTERVAL(Top/Bot - MD) SIZE NO HOLES PERFORATION STATUS

<^1 Ferron 4,180 4,450 4,196 4,326 0.38 18 open so-o O
(B)

Open Sqwd

(C)
Open Sqwd

(D)
Open Sqwd

28. ACID, FRACTURE, TREATMENT,CEMENT SOUEEZE, ETC.

DEPTH INTERVAL AMOUNT AND TYPE OF MATERIAL

4196 to 4326 82,338 aal. 20#X-linked gel 150,000 #20/40 Bradv sand

29. ENCLOSED ATTACHMENTS:
30. WELL STATUS:

O ELECTRICAL/MECHANICALLOGS GEOLOGIC REPORT DST REPORT DIRECTIONALSURVEY

O SUNDRY NOTICE FOR PLUGGINGAND CEMENT VERIFICATION CORE ANALYSIS OTHER:

(CONTINUEDON BACK)
FEB2 7 2006

STATE OF UTAH AMENDED REPORT O FORM 8
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O SUNDRY NOTICE FOR PLUGGINGAND CEMENT VERIFICATION CORE ANALYSIS OTHER:

(CONTINUEDON BACK)
FEB2 7 2006



31. INrftAL PRODUCTION INTERVAL A (As shown in Item #26)

DATEFIRST PRODUCED TEST DATE: HOURS TESTED: TEST PRODUCTION OIL - BBL: GAS - MCF: WATER - BBL PROD. METHOD:

2/20/2006 1/25/2006 24 RATES: -' 0 272 115 P
CHOKE SIZE TBG PRESS CSG. PRESS API GRAVITY BTU - GAS GASIOILRATIO 24 HR PRODUCTION OIL- BBL GAS - MCF: WATER - BBL INTERVALSTATUS

3/8 57 RATES: -* 272 115 P
INTERVALB (As shown in item $26)

DATEFIRST PRODUCED TEST DATE: HOURS TESTED: TEST PRODUCTION OIL- BBL: GAS- MCF WATER - BBL PROD. METHOD
RATES: -+

CHOKE SIZE: BG PRESS CSG, PRESS API GRAVITY BTU - GAS GAS/OlL RATIO 24 HR PRODUCTION OIL - BBL GAS - MCF: WATER - BBL INTERVALSTATUS
RATES: -+

INTERVALC (As shown in item #26)

DATEFIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION OIL - BBL GAS - MCF WATER - BBL PROD. METHOD
RATES:

CHOKE SIZE: BG PRESS CSG. PRESS API GRAVITY BTU - GAS GASIOIL RATIO 24 HR PRODUCTION OIL - BBL GAS - MCF WATER - BBL INTERVALSTATUS
RATES: ->

INTERVALD (As shown in item $26)

DATEFIRST PRODUCED: TEST DATE: HOURS TESTED TEST PRODUCTION OIL - BBL GAS - MCF WATER - BBL PROD METHOD

RATES: -+

CHOKE SIZE: BG PRESS CSG. PRESS API GRAVITY BTU - GAS GASIOIL RATIO 24 HR PRODUCTION OIL - BBL GAS - MCF: WATER - BBL INTERVAL STATUS
RATES: ->

32. DISPOSITION OF GAS (Sold, Used for Fuel, Venied, Etc.)

Vented
33. SUMMARY OF POROUS ZONES (include Aquifers): 34. FORMATlON (Log} MARKERS:

Showal important zones of porosity and conlants thereof Cored intervals and all drill-stem tests, including depth interval

lesind, cushion used, time tool open, flowing and shut-in pressures and recoveries.

Formation o m Desciiptions, Contents, etc Name (Measu Depth)

4,180 4,450
Ferron Sandstone, Shale and Coal - Gas Ferron 4.180

36. ADDIT10NALREMARKt (include plugg ng procedme)

36. I hereby certify that the foregoing and attached Information is complete and correct as determined from all available records.

SNAME(Pl.EEASE PRI Endsley TDiATE P Op0erations

This report must be submitted wi 0 days of
• completing or plugging a new well • reentering a previously plugged and abandoned well
• drillinghorizontal laterals from an existing well bore e significantly deepening an existing well bore below the previous bottom-hole depth
• recompleting to a different producing formation e drillinghydrocarbon exploratory holes, such as core samples and stratigraphic tests

* ITEM20: Show the number of completions if production is measured separately from twoor more formations.

** ITEM24: Cement Top -Show how reported top(s)of cement were determined (circulated (CIR),calculated (CAL),cement bond log (CBL),temperaturesurvey (TS))

Send to: Utah Division of Oil, Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940
Salt Lake City, Utah 84114-5801

31. INrftAL PRODUCTION INTERVAL A (As shown in Item #26)

DATEFIRST PRODUCED TEST DATE: HOURS TESTED: TEST PRODUCTION OIL - BBL: GAS - MCF: WATER - BBL PROD. METHOD:
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SNAME(Pl.EEASE PRI Endsley TDiATE P Op0erations
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• completing or plugging a new well • reentering a previously plugged and abandoned well
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* ITEM20: Show the number of completions if production is measured separately from twoor more formations.
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Send to: Utah Division of Oil, Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940
Salt Lake City, Utah 84114-5801



STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISION OF OIL, GAS AND MINING 5 LEASEDESIGNATIONANDSERIALNUMBER:

Fee
6 IF INDIAN, ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7 UNITor CA AGREEMENT NAME:

Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drill horizontal laterals. Use APPUCATION FOR PERMIT TO DRILL fomi for such proposals.

1. TYPE OF WELL 8 WELL NAME and NUMBER:
OIL WELL GAS WELL OTHER Kenilworth Railroad # 1

2. NAMEOF OPERATOR: 9 API NUMBER:

Marion Energy, Inc. 4300731006
3. ADDRESS OF OPERATOR PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

119 So. Tennessee #200 McKinney TX 75069 (972) 574-9001 Helper
4. LOCATIONOF WELL

FOOTAGES AT SURFACE: 494' FSL & 1290' FEL coUNTY: Carbon

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESE 16 13S 10E STATE:
UTAH

CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ^CIDIZE DEEPEN REPERFORATE CURRENT FORMATION
O NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELL STATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF
Date of wodt completion:

O COMMINGLE PRODUCING FORMATIONS O RECLAMATION OF WELLSITE OTHER:
1/16/2006 O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc

MIRUWellPro Well Service. Clean out to PBTD with 4445' KB. RU wireline service and selectively perforated Ferron formation
from 4196' to 4326' w/ 17 shots 0.38" diameter. Fracture treat Ferron formation with 82,338 gal.,20# X-linked gel, 150,000#
20/40 Brady sand. AIR 40 bmp, ATP 2350 psi, ISIP 1760 psi. Clean out sand and flow test well.

NAME(PLEASE PRINT) Endsley TITLE VP Operations

SIGNATURE DATE 2/21/2006

(This space for State use only)

FEB2 7 2006
(5/2000) (See Instructions on Reverse

STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISION OF OIL, GAS AND MINING 5 LEASEDESIGNATIONANDSERIALNUMBER:

Fee
6 IF INDIAN, ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7 UNITor CA AGREEMENT NAME:

Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drill horizontal laterals. Use APPUCATION FOR PERMIT TO DRILL fomi for such proposals.

1. TYPE OF WELL 8 WELL NAME and NUMBER:
OIL WELL GAS WELL OTHER Kenilworth Railroad # 1

2. NAMEOF OPERATOR: 9 API NUMBER:

Marion Energy, Inc. 4300731006
3. ADDRESS OF OPERATOR PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

119 So. Tennessee #200 McKinney TX 75069 (972) 574-9001 Helper
4. LOCATIONOF WELL

FOOTAGES AT SURFACE: 494' FSL & 1290' FEL coUNTY: Carbon

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESE 16 13S 10E STATE:
UTAH

CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ^CIDIZE DEEPEN REPERFORATE CURRENT FORMATION
O NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)
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Date of wodt completion:
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12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc

MIRUWellPro Well Service. Clean out to PBTD with 4445' KB. RU wireline service and selectively perforated Ferron formation
from 4196' to 4326' w/ 17 shots 0.38" diameter. Fracture treat Ferron formation with 82,338 gal.,20# X-linked gel, 150,000#
20/40 Brady sand. AIR 40 bmp, ATP 2350 psi, ISIP 1760 psi. Clean out sand and flow test well.

NAME(PLEASE PRINT) Endsley TITLE VP Operations

SIGNATURE DATE 2/21/2006

(This space for State use only)

FEB2 7 2006
(5/2000) (See Instructions on Reverse



STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISION OF OIL, GAS AND MINING 5 LEASEDESIGNATIONANDSERIALNUMBER:

Fee

SUNDRY NOTICES AND REPORTS ON WELLS 6 IFINDIAN.ALLOTTEEORTRIBENAME:

T UNITor CA AGREEMENT NAME:
Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to

drillhorizontal laterals. Use APPUCATION FOR PERMIT TO DRILLform for such proposals,

t TYPE OF WELL 8 WELL NAMEand NUMBER:

OIL WELL GAS WELL OTHER Kenilworth Railroad # 1
2. NAMEOF OPERATOR: 9 API NUMBER:

Marion Energy, Inc. 4300731006
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

119 So. Tennessee #200 McKinney TX 75069 (972) 574-9001 Helper
4. LOCATIONOF WELL

FOOTAGES AT SURFACE 494' FSL & 1290' FEL COUNTY: Carbon

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESE 16 13S 10E STATE:
UTAH

n. CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submitin Duplicate) ALTERCASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate date wodt willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGE TUBING PLUG AND ABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL

(Submit Original Form Only)
CHANGE WELL STATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF

Date of work completion:

O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELLSITE OTHER:

2/20/2006 CONVERT WELLTYPE RECOMPLETE -DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Cleady show all pertinent details including dates, depths, volumes, etc.

Finished tie-into Anadarko's gathering system. First deliver well at 4:00pm 2/20/06.

NAME(PlÆASE PRINT) TIATE P Op0enations

(This space for State use only)

FEB2 72006
(5/2000) (See Instructions on Reverse

STATE OF UTAH FORM 9
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Fee
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QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESE 16 13S 10E STATE:
UTAH

n. CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submitin Duplicate) ALTERCASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate date wodt willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON
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(Submit Original Form Only)
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NAME(PlÆASE PRINT) TIATE P Op0enations

(This space for State use only)

FEB2 72006
(5/2000) (See Instructions on Reverse



STATE OF UTAH AMENDED REPORT 2 FORM 8
DEPARTMENTOF NATURAL RESOURCES (highlightchanges)

ÐIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:

Fee

WELL COMPLETlON OR RECOMPLETION REPORT AND LOG
6 IFINDIAN,ALLOTTEEORTRIBENAME

Ta. TYPE OF WELL: LLL WAESLL DRY OTHER 7 UNITor CAAGREEMENTNAME

b. TYPE OF WORK: 8 WELLNAMEand NUMBER:

L
HORZ. ENEEP

RY
EFF

OTHER KenilworthRailroad #1
2. NAME OF OPERATOR: 9 API NUMBER:

Marion Energy, Inc. 4300731006
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10 FIELD ANDPOOL, OR WILDCAT

119 So. Tennessee #20(civy McKinney STATE E ZIP75069 (972) 574-9001 Helper
4. LOCATIONOF WELL (FOOTAGES) 11. QTR/QTR,SECTION, TOWNSHIP, RANGE,

MERIDIAN:ATSURFACE: 494' FSL & 1290' FEL
SESE 16 13S 10E

AT TOP PRODUC1NGINTERVAL REPORTED BELOW Sarne
12. COUNTY 13. STATEAT TOTALDEPTH: Same Carbon UTAH

14. DATESPUDDED: 15. DATET.D. REACNED: 18. DATE COMPl.ETED: 17. ELEVATIONS(DF, RKB,RT, GL)
3/15/2005 3/23/2005 1/16/2006 ABANDONED READY TO PRODUCE 2 GR6584'

18. TOTALDEPTH: MD 4,576 1 E'" B^CK T.D.: MD 4.445 20, IF MULTIPLE COMPLETlONS,HOWMANY?* 21. DEPTHBRIDGE MD
PLUG SET:

TVD TVD TVD

22. TYPE ELECTRICAND OTHER MECHANICALLOGS RUN(Submit copy of each) 23.

WASWELLCORED? NO YES (Sene angsis)Cased hole neutron and CBL
WAS DST RUN? NO YES (Sembeg}
DIRECTIONALSURVEY? NO YES (Submitcopy)

24. CASING AND LINER RECORD(Report all strings set in welI}

HOLESlZE SIZEIGRADE WEIGHT(#RL) TOP{MD} BOTTOM(MD) STAGECEMHENTER CNOONFS
CKS

VOLSL
E BL)

CEMENTTOP** AMOUNTPULLED

12 1/4 8 5/8 J55 24 0 489 sDIII 280 70 CIR
7 7/8 5 1/2 J55 17 0 4,476 50/50P 320 164 ClR

25. TUBINGRECORD

SIZE DEPTHSET (MD) PACKER SET (MD) SlZE DEPTH SET (MD) PACKERSET (MD) SIZE DEPTHSET (MD) PACKERSET (MD)

2 3/8 4,356
26. PRODUCING INTERVALS 27. PERFORA110N RECORD

FORMATIONNAME TOP (MD) BOTTOM (MD) TOP {TVD) BOTTOM(TVD) INTERVAL(Top/Bot- MD) SIZE NO. HOLES PERFORATIONSTATUS
(^) Ferron 4,180 4,450 4,196 4,326 0.38 18 open V] Squeezed

(B) Open Squeezed

(C) Open Sq

(D) open sq
28. ACID, FRACTURE, TREATMENT, CEMENTSQUEEZE, ETC.

DEPTH INTERVAL AMOUNTANDTYPE OF MATERIAL

4196 to 4326 82,338 aal.20# X-linked nel 150,000 # 20/40 Bradv sand

29. ENCLOSED ATTACHMENTS: 30 WELL STATUS:

O ELECTRICAL/MECHANICALLOGS GEOLOGICREPORT DST REPORT DIRECTIONALSURVEY

O SUNDRYNOTICEFOR PLUGGINGANDCEMENTVERIFICATION CORE ANALYSIS OTHER:

(5/2000) (CONTINUEDON BACK) RECEIVED
MAY? 8 2 23

DIV.0F0lL,GAS&
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(B) Open Squeezed

(C) Open Sq

(D) open sq
28. ACID, FRACTURE, TREATMENT, CEMENTSQUEEZE, ETC.
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(5/2000) (CONTINUEDON BACK) RECEIVED
MAY? 8 2 23

DIV.0F0lL,GAS&



31. INfTIALPRODUCTION lNTERVALA (As shoWn in item#28]

DATE FIRSTPRODUCED: TEST DATE: HOURSTESTED TEST PRODUCTION O)L - BBL: GAS- MCF: WATER - BBL: PROD. METHOD:

1/25/2006 3 R^TES -> 0 129 5 Flowing

CHOKESIZE: TBG.PRESS CSG.PRESS. APIGRAVITY BTU-GAS GAS/OILRATIO 24HRPRODUCTION OIL-BBL GAS-MGF: WATER-BBL: NTERVALSTATUS:

5/8" 140 340 RATES: -* 1,031 40 (fwÀticin9
INTERÝÅLB (Ässh in Itönf#26)

--

DATE FIRST PRODUCED TEST DATE: HOURSTESTED: TEST PRODUCTION OIL- BBL GAS -MCF: WATER - BBL: PROD. METHOD:

RATES: -+

CHOKE SIZE: TBG. PRESS. CSG. PRESS. APIGRAVITY BTU- GAS IOlL RATIO 24 HR PRODUCTION OIL- BBL GAS - MOF: WATER- BBl-: 1NTERVAL STATUS
RATES: -+

INTERVALC {As shown in item #26}

DATEFIRST PRODUCED: TEST DATE: HOURSTESTED: TEST PRODUCTION OIL - BBL GAS - MCF: WATER-BBL: PROD. METHOD:
RATES: -+

CHOKE SIZE: .
PRESS. CSG. PRESS APIGRAVITY BTU-GAS GASIOlL RATIO 24 HR PRODUCTION OIL - BBL GAS- MCF: WATER- BBL: INTERVALSTATUS:

RATES: -+

INTERVALD (As shown in item #26)

DATE FlRST PRODUCED: TEST DATE: HOURSTESTED: TEST PRODUCTION DIL- BBL: GAS- MCF WATER- BBL: PROD. METHOD:

RATES: ->

CHOKESIZE: TBG. PRESS. CSG. PRESS. APl GRAVITY BTU - GAS GASIOtL RATIO 24 HR PRODUCTION Ott- BBL: GAS - MCF: WATER- BBL: INTERVALSTATUS:

RATES: -+

32. DISPOSIT10N OF GAS (Sold. Used for Fuel, Vented, Etc.)

33. SUMMARY OF POROUS zoMES (includa Aquifers): 34. FORMAT10N(Log) MARKERS:

Show all important zones of porosity and contentsthereot Cored intervals and all drill-stem tests, includingdepth interval

tested, cushion used, timetool open, flowing and shut-In pressures and recoveries

Formation (MDp) Descriptions. Contents, og Name (Measu Depth}

Ferron 4,180 4,450 Sandstone, Shale, and Coal-Gas Ferron 4,180

35. ADDITIONALREMARK: (Include plugg ng procedure)

36. I hereby certify that the foregoing and attached information is complete and correct as detennined from all available moords.

NAME(PLEASE PRINT) gg Endsley TITLE R ÛQOTOËO S

SIGNATURE DATE

This report must be submitted wi days of
a completing or plugging a new well e reentering a previouslyplugged and abandoned well

• drillinghorizontal laterals from an existing well bore • significantlydeepening an existing wellbore below the previous bottom-hole depth

• recompleting to a different producing formation • drillinghydrocarbon exploratory holes, such as core samples and stratigraphic tesis

* ITEM20: Show the number of completions ifproduction is measured separately from twoor more formations.

** ITEM24: Cement Top-Show how reported top(s)ofcement were determined (circulated(CIR),calculated (CAL), cement bond log(CBL), temperaturesurvey(TS)).

Send to: Utah Divisionof Oil,Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940
Salt Lake City, Utah 84114-5801

31. INfTIALPRODUCTION lNTERVALA (As shoWn in item#28]

DATE FIRSTPRODUCED: TEST DATE: HOURSTESTED TEST PRODUCTION O)L - BBL: GAS- MCF: WATER - BBL: PROD. METHOD:

1/25/2006 3 R^TES -> 0 129 5 Flowing

CHOKESIZE: TBG.PRESS CSG.PRESS. APIGRAVITY BTU-GAS GAS/OILRATIO 24HRPRODUCTION OIL-BBL GAS-MGF: WATER-BBL: NTERVALSTATUS:

5/8" 140 340 RATES: -* 1,031 40 (fwÀticin9
INTERÝÅLB (Ässh in Itönf#26)

--

DATE FIRST PRODUCED TEST DATE: HOURSTESTED: TEST PRODUCTION OIL- BBL GAS -MCF: WATER - BBL: PROD. METHOD:

RATES: -+

CHOKE SIZE: TBG. PRESS. CSG. PRESS. APIGRAVITY BTU- GAS IOlL RATIO 24 HR PRODUCTION OIL- BBL GAS - MOF: WATER- BBl-: 1NTERVAL STATUS
RATES: -+

INTERVALC {As shown in item #26}

DATEFIRST PRODUCED: TEST DATE: HOURSTESTED: TEST PRODUCTION OIL - BBL GAS - MCF: WATER-BBL: PROD. METHOD:
RATES: -+

CHOKE SIZE: .
PRESS. CSG. PRESS APIGRAVITY BTU-GAS GASIOlL RATIO 24 HR PRODUCTION OIL - BBL GAS- MCF: WATER- BBL: INTERVALSTATUS:

RATES: -+

INTERVALD (As shown in item #26)

DATE FlRST PRODUCED: TEST DATE: HOURSTESTED: TEST PRODUCTION DIL- BBL: GAS- MCF WATER- BBL: PROD. METHOD:

RATES: ->

CHOKESIZE: TBG. PRESS. CSG. PRESS. APl GRAVITY BTU - GAS GASIOtL RATIO 24 HR PRODUCTION Ott- BBL: GAS - MCF: WATER- BBL: INTERVALSTATUS:

RATES: -+

32. DISPOSIT10N OF GAS (Sold. Used for Fuel, Vented, Etc.)

33. SUMMARY OF POROUS zoMES (includa Aquifers): 34. FORMAT10N(Log) MARKERS:

Show all important zones of porosity and contentsthereot Cored intervals and all drill-stem tests, includingdepth interval

tested, cushion used, timetool open, flowing and shut-In pressures and recoveries

Formation (MDp) Descriptions. Contents, og Name (Measu Depth}

Ferron 4,180 4,450 Sandstone, Shale, and Coal-Gas Ferron 4,180

35. ADDITIONALREMARK: (Include plugg ng procedure)

36. I hereby certify that the foregoing and attached information is complete and correct as detennined from all available moords.
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a completing or plugging a new well e reentering a previouslyplugged and abandoned well

• drillinghorizontal laterals from an existing well bore • significantlydeepening an existing wellbore below the previous bottom-hole depth
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** ITEM24: Cement Top-Show how reported top(s)ofcement were determined (circulated(CIR),calculated (CAL), cement bond log(CBL), temperaturesurvey(TS)).

Send to: Utah Divisionof Oil,Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940
Salt Lake City, Utah 84114-5801



State of Utah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER
JON M. HUNTSMAN, JR. ExecutiveDirector

Governor Division of Oil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Division Director

December 9, 2010

Certified Mail No.: 7004 1160 0003 0190 4789

DIVISION ORDER

Marion Energy, Inc.
119 South Tennessee, Suite 200 ÛÔT
McKinney, Texas 75069 pyffAttn: Mr. Keri Clark g)E / (p

Subject: Bonding for Individual Wells

Dear Mr. Clark:

As of the date of this Order Marion Energy Inc. (Marion) has not satisfactorily
demonstrated Marion's financial ability to meet Utah Code §40-6-5(f)and Oil and Gas
Conservation General Rule (R649-3-6) requirements for state-wide bonding as requested in the
Division of Oil, Gas and Mining (Division) certified letter dated October 25, 2010.

The Division is hereby ordering individual well bonds (R649-3-1.5) for all wells (see
Attachment A) currently covered under Marion's $120,000blanket bond. The total individual
well bond obligation will be $421,500.

Therefore, Marion has 30 days from the date of this Order to post the additional
bonding or enter into an agreement with the Division to satisfy this Order.

Marion has the right to appeal the Division Order by filing to the Board of Oil, Gas and
Mining a request for review, according to procedures set forth in Utah Administrative CodeR649-10-6. A request for review of a Division Order must be filed with the secretary to the
Board, Julie Ann Carter (801) 538-5277, within 30 days of issuance of the Order.

In the event Marion does not comply with this Division Order for Individual Well
Bonding the Division will file for a formal hearing before the Board of Oil, Gas and Mining
pursuant to Utah §40-6-11(3)& (4).

UTAH

DNR

1594West North Temple,Suite 1210,PO Box 145801, SaltLake City, UT 84114-5801
telephone(801) 538-5340 •facsimile (801)359-3940• TTY (801) 538-7458 . www.ogm.utah.gov OIL, GAS &
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Page 2
Subject: Division Order - Bonding for Individual Wells.
December 9, 2010

For bonding assistance please contact Randy Thackeray, Lead Auditor at (801) 538-
5316. General questions regarding this Order may be directed to Clinton Dworshak, Compliance
Manager at (801) 538-5280, or John Rogers, Oil and Gas Associate Director at (801) 538-5349.

Sincerely,

Clinton Dworshak
Compliance Manager

CLD/js
Exhibits
cc: John Rogers, Associate Director

Steve Alder, Assistant Attorney General
Dustin Doucet, Petroleum Engineer
Randy Thackeray, Lead Auditor
Compliance File
Well Files

N:\O&G Reviewed
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Sincerely,

Clinton Dworshak
Compliance Manager

CLD/js
Exhibits
cc: John Rogers, Associate Director

Steve Alder, Assistant Attorney General
Dustin Doucet, Petroleum Engineer
Randy Thackeray, Lead Auditor
Compliance File
Well Files

N:\O&G Reviewed
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Attachment A

Well Name Well API Well Depth Bond

Cordingly Cyn 15-2 43-007-30102 4890 $30,000
Cordingly Cyn 15-1 43-007-31065 4735 $30,000
Cordingly Cyn 15-5 43-007-31167 4500 $30,000
Alpine School District 6-17 43-007-31181 5825 $30,000
Alpine School District 3-17 43-007-31182 5300 $30,000
Oman 10-29 43-007-31210 5500 $30,000
Utah Fuel 8 43-007-16015 4390 $30,000
Kenilworth RR 1 43-007-31006 4445 $30,000
Kenilworth RR 2 43-007-31007 5007 $30,000
Ballpark Cyn 1 43-007-31015 4468 $30,000
Cordingly Cyn 11-1 43-007-31070 5520 $30,000
Ballpark Cyn 17-2 43-007-31169 not reported $30,000
Cordingly Cyn 10-1 43-007-31173 6435 $30,000
Ballpark Cyn 16-2X 43-007-31207 489 $1,500
Kennilworth RR 1-A 43-007-31229 8045 $30,000

TOTAL
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UTAH DEPARTMENT OF NATURAL RESOURCES

Division of Oil, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145801

Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

NOTICE OF VIOLATION
STATE OF UTAH

OIL AND GAS CONSERVATION ACT
*********************************************

To the following operator:

Name: MARION ENERGY INC.

Well(s) or Site(s): 1.) BALLPARK CYN 16-2X API #: 43-007-31207

2.) CORDINGLY CYN 10-1 43-007-31173

3.) BALLPARK CYN 17-2 43-007-31169

4.) KENILWORTH RR 1-A 43-007-31229

5.) ALPINE SCHOOL DISTRICT 6-17 43-007-31181

6.) OMAN 10-29 43-007-31210

7.) BALLPARK CANYON #1 43-007-31015

8.) CORDINGLY CYN 15-5 43-007-31167

9.) KENILWORTH RR #1 43-007-31006

10.) KENILWORTH RR#2 43-007-31007

11.) CORDINGLY CYN 15-2 43-007-31064

12.) CORDINGLY CYN 15-1 43-007-31065

13.) CORDINGLY CYN 11-1 43-007-31070

Date and Time of Inspection/Violation: December 10, 2012

Mailing Address: Attn: Keri Clarke

3580 Orr Road

Allen, TX 75002

Under the authority of the Utah Oil and Gas Conservation Act, Section 40-6 et. Seq., Utah Code Annotated, 1953, as
amended, the undersigned authorized representative of the Division of Oil, Gas and Mining (Division) has conducted
an inspection of the above described site and/or records on the above date and has found alleged violation(s) of the
act, rules or permit conditions as described below.

Description of Violation(s):

Rule R649-3-36, Shut-in and Temporarily Abandoned We/Is -- According to Rule R649-3-36, the operator is required
to supply the Division with reasons for extended SITTA,the lenqth of time for extended SI/TA and proof of well bore
integrity for every well Sl/TA over 12 consecutive months. After 5 years of continued SI/TA, the wells are to be
plugged unless good cause is supplied to the Division for extended SITTAin addition to the required information just
mentioned.

Rule R649-3-4.3, Bonding - If the division finds that a well subject to this bondinq rule is in violation of Rule R649-3-
36., Shut-in and Temporarily Abandoned Wells, the division shall require a bond amount for the applicable well in the
amount of actual pluqoinq and site restoration costs.

Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operator shall submit to the division an
estimate of pluqqinq and site restoration costs for division review and approval.
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UTAH DEPARTMENT OF NATURAL RESOURCES

Division of Oil, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145801

Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

The Division has initiated several contacts with Marion Energy inc. (Marion) requesting required documents and
action per R649-3-36. Wells 1 - 6 have previously been issued SITTANotices and Notices of Violation without
anythinq being accomplished to move these wells out of violation. Wells 7 and 8 have also been issued a Sl/TA
Noticewithout havinq met the requirements of R649-3-36. Wells 9 - 13 are also in violation of R649-3-36 having been
added to Marion's SITTAviolation list. All wells listed above are currently under a Division Order for individual well
bonding.

There has not been any evidence of effort being made to bring these wells into compliance. These wells are in
violationof R-649-3-36 as listed above. The Division requires Marion to put up full cost bonding for all wells in
violation above per R649-3-4. It is also mandatory that Marion submit all documentation as required by R649-3-36
concerning shut-in and temporarilyabandoned wells.

Immediate Action: For the wells subject to this notice, Marion shall fulfill full cost bonding requirements for
each well. Marion shall also submit all information as required by R649-3-36 or plug and abandon or place
the wells on production.

* Fines may be levied up to $10,000.00per day for every well in violation given the authority
provided under U.C.A. 40-6-11, part 4.

This notice shall remain in effect until it is modified, terminated, or vacated by a written notice of an authorized
representative of the director of the Division of Oil, Gas and Mining. Failure to comply with this notice will result in the
Division pursuing further actions against said operator. Further actions may include initiation of agency actions to
order full cost bonding and plugging and abandonment of wells and requests for bond forfeiture and civil penalties.

Compliance Deadline: February 8, 2013

D f Service Mailing: January 2 13 Certified Mail No: 7010 1670 0001 4810 3645

Division's Representative Operator or Representative

(If presented in person)

cc: Compliance File
Well Files
SITLA

6/2005
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- State of Utah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER
JON M. HUNTSMAN, JR. Executive Director

Governor Division of Oil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Division Director

DIVISION ORDER

February 22, 2013
Certified Mail #7010 1670 0001 4810 3898

Marion Energy
Attn: Keri Clarke
3580 Orr Road
Allen, TX 75002 Ö$ $Û
RE: Division Order to Comply with the Notice of Violation Issued to Marion Energy on January 3, 2013

The Division of Oil, Gas and Mining (Division) memorializes the actions Marion Energy (Marion) is
required to perform in order to return the wells listed below to compliance under Utah Admin. CodeR649-3-36.

l) BALLPARK CYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-31173
3) BALLPARK CYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A API # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API # 43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLY CYN 15-5 API # 43-007-31167
9) KENILWORTH RR #1 API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLY CYN 15-2 API # 43-007-31064
12) CORDINGLY CYN 15-1 API # 43-007-31065
13) CORDINGLY CYN 11-1 API # 43-007-31070

The Division requires the following actions to be completed by Marion Energy by the prescribed dates
listed below:

1) Provide the following monthly readings for each well listed above on the first of every month
beginning on April 1, 2013.

a. Surface Pressure
b. Casing Pressure
c. Fluid Levels

UTAN

DNR

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone(801) 538-5340 • facsimile(801)359-3940 • TTY (801) 538-7458 • www.ogm.utah.gov om eas a
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Page 2
February22, 2013
Subject: Division Order to Comply with Notice of Violation

2) Plug and abandon the following wells by:
a. BALLPARK CYN 16-2X July 1, 2013
b. BALLPARK CYN 17-2 July 1, 2013
c. CORDINGLY CYN 10-I July 1, 2013

3) Return the remaining wells not listed in Paragraph 2 to compliance by production, a MIT and
plan in accordance with U.A.C. R649-3-36, or plug and abandon by July 1, 2013.

Marion has the right to appeal the Division Order by filing to the Board of Oil, Gas and Mining a
request for review according to procedures set forth in R649-10-6. A request for review of a DivisionOrder must be filed with the secretary to the Board, Julie Ann Carter (801) 538-5277, within 30 days ofissuance of the order.

In the event Marion does not comply with the Division Order by the dates listed above, the Division
will file for a formal hearing before the Board of Oil, Gas and Mining, as described in the U.A.C. R641,requesting a Board Order to plug and restore the well sites. Should this matter be brought before the
Board, the Division will seek bond forfeiture (R649-3-36), liability for plugging costs in excess of bondforfeiture amounts (R649-3-1-4) and civil penalties of up to $10,000per day for each day of violation(Utah Code Ann. §40-6-11).

Questionsregarding this order may be directed to Clinton Dworshak, Compliance Manager at (801)-
538-5280 or Dustin Doucet, Engineer, at (801) 538-5281.

Sincerely,

Clinton Dworshak
Compliance Manager

CLD/js

Exhibit

ec: John Rogers, Associate Director
Cameron Johnson, Assistant Attorney General
Dustin Doucet, Engineer
Compliance File
Well Files

N:\O&G Reviewed
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UTAH DEPARTMENT OF NATURALRESOURCES
Division of Oil, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

NOTICE OF VIOLATION
STATE OF UTAH

OIL AND GAS CONSERVATION ACT

To the foiowing operator:
Name: MARIONENERGY INC.
Well(s) or Site(s): 1.) BALLPARK CYN 16-2X API #: 4¾ f

2.) CORDINGLYCYN 10-1 43-007-31173
3.) BALLPARKCYN 17-2 43-007-31169

4.) KENILWORTHRR 1-A 43-007-31229
5.) ALP1NESCHOOL DISTRICT 6-17 43-007-31181

6.) OMAN 10-29 43-007-31210

7.) BALLPARKCANYON #1 43-007-31015

8.) CORDINGLYCYN 15-5 43-007-31167

9.) KENILWORTHRR #1 43-007-31006
10.) KENILWORTHRR#2 43-007-31007

11.) CORDINGLYCYN 15-2 43-007-31064
12.) CORDINGLY CYN 15-1 43-007-31065

13.) CORDINGLYCYN 11-1 43-007-31070

Date and Time of InspectionNiolation: December 10, 2012
MailingAddress: Attn: Keri Cladte

3580 Orr Road

Allen. TX 75002
Under the authority of the Utah Oiland Gas Conservation Act, Section 40-6 et. Seq., Utah Code Annotated, 1953, asamended, the undersigned authorized representative ofthe Division of Oil, Gas and Mining (Division)has conductedan inspection ofthe above described site and/or records on the above date and has found alleged violation(s) of theact, rules or permit conditions as described below.

Description of Violation(s):
Rule R649-3-36, Shut-in and Temporarily Abandoned Wells - According to Rule R649-3-36, the operator is requiredto supply the Division with masons for extended SUTA, the length of time for extended SI/TA and croofof well boreintegrity for every well SVTAover 12 consecutive months. After 5 years of continued SiTTA.the wens are to bepiuqqed unless good cause is supplied to the Division for extended SVTAin addition to the teguised information just(DepliongL
Rule R649-3-4.3, Bonding - If the division finds that a wen subiect to this bonding rule is in violation of Rule R649-3-
36., Shut-in and Temoorarily Abandoned Wells, the division shad require a bond amount for the applicablewed in theamount of actual pluqqinq and site restorationcosts.
Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operato< shall submit to the division anestimate of plaqwng and site testoration costs for division review and approvat
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UTAH DEPARTMENT OF NATURALRESOURCES
Division of Oil, Gas & Mining

Oil and Gas Program

1594 West Nottft Temple, Sole 1210. Box 146801

Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

The Obásian has iniliated several contacts withMarion Energy Inc. (Marion) requesting required documents andaction per R649-3-36. Weis 1 -6 have previomly been issued SIITANotices and Notices of Violationwilhoutanythingbeing accomplished tomove these wells out ofvialation. Wells7 and 8 have also been issued a SitTA
Nobce without having met the requirements of R649-3,36. Wells 9 - 13 are also in violation of R649-3-36 having beenadded to Marion's SIITAviolation list AIIweis listed above are curently under a Division Order for individual wellbonding.

There has not been any evidence of eifalt being made to bring these wells mio comphance. These weNs are inviolationof R4349-3-30 as listed above. The Division requires Marion to put up fullcost bonding for all wens inviolatioreabove per R649-3A It is also mandatory that Marion submit al documentation as required by R649-3-36
conceminq shut4n and temporanlyabandoned weis.

Immediate Action: For the wells subject to this notice, Marîon shall fulfili full cost bondinq requirements foreach well. Marion shall also submit all information as required by RS49-3-36 or pluq and abandon or placethe wells on production.

* Fines may be levied up in $10,000.00per day for every weU in violation given1he authority
provided underU.CA 404-11, parti

This notice shai remain in effect unti it is modiRed, tenninated,or vacated by a written notice of an authorized
representative of thedimolor of theDivisionof Oil.Gas and Mining. Failure tocomplywith thisnoticewiBresult in theDiviaion pursuing further aclions against said operator,Fudher actions may include initiation ofagency actions toorder fuitcost bonding and plugging and abandonment ofweHsand tequests for bond forfeiture and civilpem

Compliance Deadline: February 8, 2013
Dategi Service MaKing January ,

20113 Certified Mai Mo: 7010 1670 00014810 3645

DMsion's Represerdative Operator or Reposentative

(if presented in person)

cc: ComplianceFile
WeKFies
SITLA

6/2005
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January 18, 2013

Departmentof Natural Resources
Divisionof Oiland Gas &Mining
1694 West NorthTemple, Suite 1210 $ C>C> SjbÔ QSalt Lake City,Ulah 84114

AtlentiortDuslin Doucet

Re: Noliceof Violalion- Clear Creek and Helper Fields

Dear Duslin,

in responselo your certifiedletierofJanuary 3, 2013, we are providingyou with informalion for wells thatare currentlysiructured as shut in or temporarilyabandoned weis (SI/TA)by DOGM.Each wei hasindividualinformalionand is lisled below

As you know, for thelast twoand a half years MarionEnergy inc. (Marion)has been under financialstress thathas not allowed activeoperalions in the Clear Creek and Helper fields,beyond maintainingatieldpresence and1aking some limited,preliminaryactions to resuming operations. In the last fewmonths,however, Marion has been able10improveils financialpositionto the point of resuming activeoperalionsin the Clear Creek tield,wilhfurtheriinancial improvement expected as that tieldis put backon produelion.

Marionexplained these circumslances to DOGMand the Board of Oil,Gas and Miningat the Ocluber26, 2012 hearing, where Marionsought and obtained Board approvalto reinstituteactive operalions atClear Creek. As discussed at thehearing, Marion's funding is currentlylimited to the moniesneeded toput theClear Creek lield back on production, beginningwiththeOman 2-20 and Oman 10-29 wells,butonce lhat occursMarionexpecis its linancial positiontocontinue to improvetothepoint itcan meet aRofits obligationswithrespect toits SI/TAwels, and tomoveback intoaclive operations at the Helper Field
Consislent wilh discussions at the October Board hearing, we have now rehabilitated the walerdisposal (WD)system in theaccessibleportionoftheClear Creek tieldand we are activelyworkingonrestoring productionat thetwoinitialytargetedweis, despite theextreme winter weatherconditionsthatset in severalweeks ago.

Helper

The weis listed in the NOV for the Helper Field are ai modern weis, having been driled in 2005 or taler.This fieldwas in production untilOctober 2010, thoughtheweHs are now shut in.AHofthe Helper wenslisted inthe NOVare currentlyattachedto a gas and water system (theAnadarko sales and SWDsystem). This sysiem is controledentirelyby Anadarko. Marionconductedan inspeclion of the Helper
Fieldon 1-16-13 and confirmed that thereis noevidence ofany gas or water leaks at any of the wens.We understand that DOGMhas also recently inspected theHelper Field and reachedthesameconclusion.Marionplans to bring thisfieldinto operation soon, as finances allow.Please be advisedthatMarionhas akeady provided wenbore diagrams of aB of the wens referenced below.

3580 Orr Road,
Allen,Texas,
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Baipark Canyon 16-2X

This wei is onlydriied in 500 feet on the Ballparksite withsurface casingset The casing is 18"abovethegroundand ithas a cap welded on thecasing.This wei was a replacement for ihe BallparkCanyon16-2 where the driHingwas lost on the wei whiledrillingsurfacepipe. Marionplans todril thiswelltotheFerron in thefuture.

BatipaskCanyon 17-2

This wel is thesame as the16-2Xwell,and has been only drilledto 500 feet withsurface casing set it iscurrentlycapped on thesulface.

BallparkCanyon #1

This wel is drilledas a Ferron wei and has been compleled.It has been producing in thepast 1hough itis cunently shut in.There is a pumping uniton the wellAmong the Helper Fieldweis, thiswei is theonethathas theclosestproximitytooccupied structures. We closely inspected thiswel on 1-1&13 andconlirmed that thereare no issues.

CordinglyCanyon 10-1

This wel was driled as a Fenon producer. However because of hole issues in the deeper sectionitwasexpectedio be compleledas a Mancos wel. Marionplans io complelethewel, and produce the wel inthefulure.

KenilworthRR#1A

We had originaRy driied thiswet to be a SWD weRfor Helper However we had positiveresponse fromthe Buckhom Conglomerate and wecompleledthewei in thatzone. The wellhas produced in thepastand wewilplan tobring itback onlinesoon.A situationregarding theweihead leakingat the sitewashandled by ouroperationspeople and thewei site is nowcleanofthisspill
KenilworthRR#1

This wellwas producing untilitwas shut in.There is a pumping unitonthe weß. Marionplans to bringthiswenintoproduction soon.

KenilworthRR#2

This wei was producing untilitwas shut in.There is a pumping uniton the wen. Marion plans tobringthiswell intoproduction soon.

CordinglyCanyon 15-5

This wellwas driHedto theMancos formationand was completed.Itdid produce for a short timebeforebeing shut in. Marionplans towork on thiswelland toproduce itsoon.

3580 Orr Road,
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CordinglyCanyon 15-2

This wenwas drined to the Ferron formationand was completed. This wei was producing untilitwasshut in.There is not currentlya hydraulicpumping uniton the weU.Marionplans toworkon thewen,replace the pumping unit and bring itback intoproductionsoon.
ContinglyCanyon 15-1

This wenwas driled to the Fenon formationand was completed. This wellwas producing untilitwasshut in. Itcurrently has a pumping uniton the well.Marionplans to bring thiswell into production soon.
CordinglyCanyon 11-1

This wei was drinedtotheFerron formationand was completed. This wellwas producing untilit wasshut in.There is not curently a hydraulicpumping uniton thewell Marionplans toworkon thewell,replace the pumping unitand bring it into production soon.

Clear Creek

The NOVlists twowells in theClear Creek Field, theASD 6-17 and the Oman 10-29. Bolhof these aremodem wellsdrilledalter 2005. The Clear Creek Fieldcame offproductioninJuly 2011 due to financialissues and a rupture in the water disposal line.We have inspected both of thesewells in the last fewweeksand neither has any leaks or otherproblems.

Followingthe Board hearing in late October, Marionhas re-commenced operationsin the ClearCreekField. Ithas done an MITon thecurrent SWD wei (theASD 3-17). Ithas replaced several AirVacs onthewater line in thefield,and tested thewhole system. It has commenced operations in the fieldon twoweis, the Oman 2-20 and the Oman 10-29. Given its financial situation improving, Marionplans toexpand operations toadditionalClear Coek wens in the near future. Please be advised thatMarionhasprovidedweibore diagrams on these weis in thepast

ASD 6-17

This met was driRed as a Ferron weH and was completed.MarionsubmiUnd applications toconvert thiswei and theASD 3-17 wei into WD wens, to ensure thatat least one WD wellwas permitted. AftertheASD 3-17 was approved, itwas determined that it wouldsufficeand anotherWOwei was not needed atthattime.The wen currentlyhas a rotaflexpumping uniton it Marionplans tocommenceoperations onthiswelland bring iton to production soon.

Oman 10-29

This wenwas drinedin the Ferron but was not completed. Since resuming operations in the Clear Creeklield in November, Marionhas sent in a completion formfor the well,and has done a flowtest on thewen. Recent operationsin the last monthhave seen a production pump placed on thewei. As weatherimproves in thearea Marionwii produce the wel.
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Bonding

Mariondoes not currently have thefinancialwherewilhaltoundertake fui cost bonding of aRof theweislisted in theNOV,and willnot be in a conditionto do so untilits financialsituationfurther improves. Wenote, however, thatMarioncurently is bonded withDOGMfor $451,500($421,500surety bond and$30,000cash bond), and DOGMholds an additional$184,000of cash for reclamation of Marionweis,meaning there is over $630,000in place wilhDOGMfor reclamation, When added to Marion'sfederaland SITLAbonds, there is justunder $1,000,000currentlyavailable for Marionreclamation.

Based on the above informalion,Marionrespecifuly requests thatDOGMextend theSITTAslatusonthesewells, and withholdfurlher enforcement action whileMarionbrings the Clear Creek Fieldback onproduction and continues10improve ils financialcondilionlo the point it can put moveback intotheHelper fieldand put those wellsback intoproductionas wel, therebyremovingtheweis from SIITAstatus.

We wouldbe happy to meetwithyou to further discuss thismaller. In the meantime,feel free lo cordactus should you need anything further.

Yours
,

KeriClarke
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February 5, 2013

Department of Natural Resources
Divisionof OilGas and Mining
1594 West NorthTemple, Suite 1210 pyPrice, Utah 84114

Attention: Dustin Doucet
Peiroleum Engineer

Re: Notilication of ViolationJanuary 3, 2013
Operation Plan

Dear Dustin,

Foiowing up on our earlier (Jan. 18, 2013) letter lo the Division,and subsequent discussions between
Marion,MichaelMalmquistof Parsons Behle, and Cameron Johnson, allomeyfor the Division of Oil
Gas and Mining,Marionhas been asked to put togethera plan of operation for the weHsmentioned onthereferencedviolalion.As the Divisionis aware Marionis currently improvingils financialsiluation. This
willaiow Marion in operale lhe fields in Utah fuHy,as it has done so in the past From thissituation
Marionwillplan to do the foiawing;

Helper

Currentlyai the wens in Helper are connectedto theAnadarko gas and water disposal system. Each ofthe wells on the Kenilworthand Cordinglysides of the tieldare connected by a closed gas and waler
pipelinesystem to the Anadarko connection point, througha Marionrightofway.This system is currently
shut down. MarionwiHhave to contact Anadarko to set the system operational again. Marioncurrently
has a gas purchaseand water disposal agreementin place withAnadarko. Priorto resuming operations
Marion wiRneed to inspect each wel to determine whether equipment is missing(due to scavenging) or
otherwise in need ofreplacement or rehabiliiationbefore theweis can be tumedback on.

BaHparkCanyon 16-2X

This wedis currentlydriHedto500' withsurface casingset in the shaHowhole. This wenwil need a rig
set toallowMarionto set cement in the hole, reduce the surFacecasing, cap the welland abandon the
wel. This wei wilbe abandonedby the date of the June Board hearing being June 26, 2013.

BaHparkCanyon 17-2

This wen is currentlydriHedto 500' withsurface casing set in the shallowhole. This wen wißneed a rig
set to anowMariontoset cement in the hole, reduce the surface casing,cap the weHand abandon the
wen.This wen wiHbe abandoned by thedate of the June Board hearing being June 26, 2013.
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CordinglyCanyon 10-1

This wellhas not been completedin theMancos section of the wel. Because of downhole wel problemsMarionplanstoset a rig,plug the wellwithcement and abandon thewel. This wellwinbe abandoned bythe date August 8, 2013.

KenilworthRailroad#1A

This wellwas last produced in February 2009. It is a Buckhom Conglomerate wen and is capable ofproduction.This weHcurrentlyhas a pumping uniton the wei.We wiHattempt to bring the wei onproduction priorto theend of 2013. Ifthe wel is not producingan MITwillbe done.

BaHparkCanyon #1

This wei was last produced in July 2010. It is a Ferron wel and currentlyhas a pumping uniton thewellWe wii attempt ic bring the wei on production priortothe end of 2013. Ifthe wei is notpoducing anMITwinbe done.

KenilworthRailroad#1

This wellwas last produced in September 2010. It is a Ferron wel and currentlyhas a pumping unitonthe wellWe wii attempt to bring thewei on production priorto theend of 2013. Ifthe wel is not
producing an MITwinbe done.

KenilworthRailroad#2

This wellwas last produced in September 2010. It is a Ferron wei and currently has a pumping unitonthewen.We winallempttobringtheweUon productionpriorto the end of 2013. Ifthe wei is not
producing an MITwii be done.

Cordingly Canyon 15-5

This wei was last produced inApril 2010. It is a Mancos wel, thoughit does not currentlyhave a
pumping uniton the wei Marionwillreplace the equipment needed and wißattempt to bringthe wei on
production priortotheend of 2013. Ifthe wel is not producingan MITwii be done.

CordinglyCanyon 15-1

This wel was last produced in September 2010. This is a Ferron wed and currentlyhas a pumping unit
on thewell.We wiiattempt io bring the wel on productionpriorto the end of 2013. Ifthe well is not
producing an MITwiHbe done.

CordinglyCanyon 15-2

This wei was last produced in September 2010. This is a Ferron wei, thoughitdoes not have a
hydraulicpumping uniton the wei. Marionwil replace the equipment needed, and wiHattempt to bring
the wellon production priorto the end of 2013. Ifthe wei is not producing an MIT wii be done.
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producing an MITwii be done.

Cordingly Canyon 15-5

This wei was last produced inApril 2010. It is a Mancos wel, thoughit does not currentlyhave a
pumping uniton the wei Marionwillreplace the equipment needed and wißattempt to bringthe wei on
production priortotheend of 2013. Ifthe wel is not producingan MITwii be done.

CordinglyCanyon 15-1

This wel was last produced in September 2010. This is a Ferron wed and currentlyhas a pumping unit
on thewell.We wiiattempt io bring the wel on productionpriorto the end of 2013. Ifthe well is not
producing an MITwiHbe done.

CordinglyCanyon 15-2

This wei was last produced in September 2010. This is a Ferron wei, thoughitdoes not have a
hydraulicpumping uniton the wei. Marionwil replace the equipment needed, and wiHattempt to bring
the wellon production priorto the end of 2013. Ifthe wei is not producing an MIT wii be done.

3580 Orr Road,
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CordinglyCanyon 11-1

This wellwas last produced in September 2010 This is a Ferron wel, thoughit does not have ahydraulicpumping uniton thewell Marionwillreplace the equipment needed, and winattempttobringthe wellon production prior tothe end of 2013. Ifthewen is not producing an MITwißbe done.

Clear Creek

Oman 1 29.

This wel was drilledto the Ferron fomiation but was not completed Recent operations inthe last month
have seen a production pump placed on thewell As weather improves in the area Marionwil attempt toproduce the well

AlpineSchool District&17

This wel was driHedas a Ferron wel and was completed. Marion submitled applications to convert this
wei and theASD 3-17 weHintowater disposal wens.AftertheASD 3017 was approved, itwas
determined thatone wei was needed, and anotherWDwel was not needed at thattime.The wel
currentlyhas a rolaflexpumping uniton it Marionplans to attempt poduction from the wel by theend of
2013. Ifthe wei is not producing an MITwiibe done.

Marion is proposing thisplan toaddress ihe January 3, 2013 Notice of Violation. Given the constrain1sof
Marion's financialsituation,we believe the plan contains reasonable timeframes for conducting work
either to abandon or put back on production theweis listed in the NOV. We look forward to hearing
from you regardingthismatter

Yours Sincerely

KeriClarke

3580 Orr Road,
Allen, Texas,
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February 13, 2013

Department of Natural Resources
Division of OilGas and Mining
1594 West NorlhTemple, Suite 1210
Salt Lake City,Utah 84114

Attention:Cameron Johnson, Assistant Attomey General

Re: Notificationof ViolationJanuary 3, 2013
Operation Plan

Dear Cameron,

TTiisrespondsto the email you sent to MikeMalmquiston behalf of the Division on February 8, 2013.

Anadarko Gas Purchase andWater Disposal Agreements

Marionhas in placea Gas Purchase Agteement withAnadarko 10purchase allgas produced in the field.
Anadarko has historicaly purchased gas from the fieldand wincontinue to do so in the future. Marion
also has a Water Disposal System Agreement withAnadarko foraHwater produced in the Helper field.
Currently,MarionowesAnadarko of $47,500forwaterdisposal fees from historicalproduction.As its
financialsituation improves Marionwilsettletheaccount. Beyond settling ils account, Mariondoes not
anticipaleany commercial issues withAnadarko thatcouldinterfere withgas sales or water disposal

Waler Disposal and Gas Gathering System

Once Marioncompleted its initialdriHingprogram in the Helper Fieldand established thatthe weis were
productive,twoseparate HDPE trunklines were laid,one for gas and one forwaler. Each ofthe weis
was tied in to the trunklines utilizingHDPE pipe. The tie lines and trunklines are ownedby Marion. The
trunklines 1erminale at a facilitybuiltand operated by Anadarko near Kenilworth.A free waterknock-out
was set to drop out any water in suspension withthe gas before delivery into Anadarko. The sysiem is a
closed syslem. Naturalgas productionat the Helper fieldwas suspended when Marionran intofinancial
issues. This decision to suspend productionwas made by Mariondue to the cash and human resource
issues, notby Anadarko lockingthe company outofthesystem. Each wellwas isolated from the gas
and walerlines by shuttingthe respective valves ateach wellhead. Additionaly,at the timethe fiekiwas
shut-in

Anadarko was made awareof the Marionsituation. Subsequently, Anadarko fieldpersonnel securedthe
aforementioned equipment The Helper pipelinesystem was fuHyoperationaland problemfree when it
was shutdown. We would not anticipateany problems withthe pipe itself,but here maybe some
weihead valves thatwii need to be examined before recommencing liekloperations.

FinancialSituation

Mariondoes not believe that these negotiations are in vain due to its financial condition. Marion has
reason to believe thatits financialsiluation winimprove withina timeframe thataccommodates the
compliance schedule addressed in thisand priorletters. More specifically,Marion expects to have

3580 Orr Road,
AHen,Texas,
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access toadditionalfundingduring thefirsthalfof March2013 thatwillallowittobegin thework in the
Helper tield,withanotherinfusionin May2013.

Produce or MITWells

Mariondoes not believe thatitcan produce theweis by April1, 2013. Marionaccepts the Division's
poposal in divide the wells into Pods withassociated MITcompletion dates, but proposes thatan
additional month be added to the proposed MITcompletiondale for each pod, as wellas the fullcost
bonding and backup date. This timingis more consistent withMarion's expectationof when itwillhave
the available financialresources.

Pod 1: BallparkCanyon #1, KenilworthRailroad#1A, #1, #2: The MITdate for thispod ofwells
wouldbe June 1, 2013. The workwould begin on theKenilworthRailroad#1A. The backup date forfull
cost bonding and showing of well integritywould be July 1, 2013.

Pod 2: CordinglyCanyon 15,5, 15-2, 15-1, 11-1:The MITdate for thispod of wellswould be
August 1, 2013. The backup date for fullcost bonding and showing of wellintegritywould be September
1, 2013.

Pressure and FluidLevel Information

Withregard to DOGM's request for information on pressures and fluidlevels in the Helperwells,we
would liketo makethe followingcomments. First,anyfielddata thatwas acquiredwhilethe fieldwas
operational willonly showwhat the operalingpressure of the systemwas. Typicaiy, Anadarko was able
to keep enough compressionoperating field-wideto mainlain 25-30 psi on our gas system. Second, the
watersystem in essence gravityfed intothe Anadarko sysiem, and as such,therewas negligible
pressure on this lineat alltimes.Third,since the mechanicalintegrityofthe casing is the concem,the
tubingpressure would not provide meaningfulinformation

We are not sure ifthe sentence is supposedto read "productionpressures" and ifso what thatwould
mean exacuy. As stated before, the fieldpressure was 25-30 psi when the fieldwas in operation.Since
the fieldis currentlyshut in thereis no productionor"productionpressure." Allprevious productionhas
been reported. Conceming the last part of the sentence dealing withsurface pressures, fluidlevels etc.,
we see no definitivecomdationbelween thoseitems and casing integrity,Gathering such infonnation
now, and particularlygiven Marion's need to be as efficientas possible with money and personnel,
would not appear tobe a productive expenditureof resources. Marionproposes thatthisrequest be
withdrawn,and thatwe be aiowed to focus on puttingourselves in a position toundertakeMITs,which
are the truemeasureofwell integrity,on the schedule proposed above. We wouldexpect thatwhen
Marionenters the Helper fieldtobegin the MITprocess the fluidlevels and surface wellhead pressure
data willbe gathered for reservoir engineeringreasons, and we would be happy to providethat
information to the Divisionas it is obtained.

Marionhopes thisletter addresses thecomments and requirements outlined by the Oiland Gas Division
in your email from February 8, 2013.

We look forward to hearing from you.

Yours Sincerely

KeriClarke

3580 Orr Road,
AIIen,Texas,



- State of Utah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER
JON M. HUNTSMAN, JR. Executive Director

Governor Division of Oil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Division Director

DIVISION ORDER

February 22, 2013
Certified Mail #7010 1670 0001 4810 3898

Marion Energy
Attn: Keri Clarke
3580 Orr Road
Allen, TX 75002 Ö$ $Û
RE: Division Order to Comply with the Notice of Violation Issued to Marion Energy on January 3, 2013

The Division of Oil, Gas and Mining (Division) memorializes the actions Marion Energy (Marion) is
required to perform in order to return the wells listed below to compliance under Utah Admin. CodeR649-3-36.

l) BALLPARK CYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-31173
3) BALLPARK CYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A API # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API # 43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLY CYN 15-5 API # 43-007-31167
9) KENILWORTH RR #1 API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLY CYN 15-2 API # 43-007-31064
12) CORDINGLY CYN 15-1 API # 43-007-31065
13) CORDINGLY CYN 11-1 API # 43-007-31070

The Division requires the following actions to be completed by Marion Energy by the prescribed dates
listed below:

1) Provide the following monthly readings for each well listed above on the first of every month
beginning on April 1, 2013.

a. Surface Pressure
b. Casing Pressure
c. Fluid Levels

UTAN

DNR

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone(801) 538-5340 • facsimile(801)359-3940 • TTY (801) 538-7458 • www.ogm.utah.gov om eas a
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Page 2
February22, 2013
Subject: Division Order to Comply with Notice of Violation

2) Plug and abandon the following wells by:
a. BALLPARK CYN 16-2X July 1, 2013
b. BALLPARK CYN 17-2 July 1, 2013
c. CORDINGLY CYN 10-I July 1, 2013

3) Return the remaining wells not listed in Paragraph 2 to compliance by production, a MIT and
plan in accordance with U.A.C. R649-3-36, or plug and abandon by July 1, 2013.

Marion has the right to appeal the Division Order by filing to the Board of Oil, Gas and Mining a
request for review according to procedures set forth in R649-10-6. A request for review of a DivisionOrder must be filed with the secretary to the Board, Julie Ann Carter (801) 538-5277, within 30 days ofissuance of the order.

In the event Marion does not comply with the Division Order by the dates listed above, the Division
will file for a formal hearing before the Board of Oil, Gas and Mining, as described in the U.A.C. R641,requesting a Board Order to plug and restore the well sites. Should this matter be brought before the
Board, the Division will seek bond forfeiture (R649-3-36), liability for plugging costs in excess of bondforfeiture amounts (R649-3-1-4) and civil penalties of up to $10,000per day for each day of violation(Utah Code Ann. §40-6-11).

Questionsregarding this order may be directed to Clinton Dworshak, Compliance Manager at (801)-
538-5280 or Dustin Doucet, Engineer, at (801) 538-5281.

Sincerely,

Clinton Dworshak
Compliance Manager

CLD/js

Exhibit

ec: John Rogers, Associate Director
Cameron Johnson, Assistant Attorney General
Dustin Doucet, Engineer
Compliance File
Well Files

N:\O&G Reviewed
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UTAH DEPARTMENT OF NATURALRESOURCES
Division of Oil, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

NOTICE OF VIOLATION
STATE OF UTAH

OIL AND GAS CONSERVATION ACT

To the foiowing operator:
Name: MARIONENERGY INC.
Well(s) or Site(s): 1.) BALLPARK CYN 16-2X API #: 4¾ f

2.) CORDINGLYCYN 10-1 43-007-31173
3.) BALLPARKCYN 17-2 43-007-31169

4.) KENILWORTHRR 1-A 43-007-31229
5.) ALP1NESCHOOL DISTRICT 6-17 43-007-31181

6.) OMAN 10-29 43-007-31210

7.) BALLPARKCANYON #1 43-007-31015

8.) CORDINGLYCYN 15-5 43-007-31167

9.) KENILWORTHRR #1 43-007-31006
10.) KENILWORTHRR#2 43-007-31007

11.) CORDINGLYCYN 15-2 43-007-31064
12.) CORDINGLY CYN 15-1 43-007-31065

13.) CORDINGLYCYN 11-1 43-007-31070

Date and Time of InspectionNiolation: December 10, 2012
MailingAddress: Attn: Keri Cladte

3580 Orr Road

Allen. TX 75002
Under the authority of the Utah Oiland Gas Conservation Act, Section 40-6 et. Seq., Utah Code Annotated, 1953, asamended, the undersigned authorized representative ofthe Division of Oil, Gas and Mining (Division)has conductedan inspection ofthe above described site and/or records on the above date and has found alleged violation(s) of theact, rules or permit conditions as described below.

Description of Violation(s):
Rule R649-3-36, Shut-in and Temporarily Abandoned Wells - According to Rule R649-3-36, the operator is requiredto supply the Division with masons for extended SUTA, the length of time for extended SI/TA and croofof well boreintegrity for every well SVTAover 12 consecutive months. After 5 years of continued SiTTA.the wens are to bepiuqqed unless good cause is supplied to the Division for extended SVTAin addition to the teguised information just(DepliongL
Rule R649-3-4.3, Bonding - If the division finds that a wen subiect to this bonding rule is in violation of Rule R649-3-
36., Shut-in and Temoorarily Abandoned Wells, the division shad require a bond amount for the applicablewed in theamount of actual pluqqinq and site restorationcosts.
Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operato< shall submit to the division anestimate of plaqwng and site testoration costs for division review and approvat
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UTAH DEPARTMENT OF NATURALRESOURCES
Division of Oil, Gas & Mining

Oil and Gas Program

1594 West Nottft Temple, Sole 1210. Box 146801

Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

The Obásian has iniliated several contacts withMarion Energy Inc. (Marion) requesting required documents andaction per R649-3-36. Weis 1 -6 have previomly been issued SIITANotices and Notices of Violationwilhoutanythingbeing accomplished tomove these wells out ofvialation. Wells7 and 8 have also been issued a SitTA
Nobce without having met the requirements of R649-3,36. Wells 9 - 13 are also in violation of R649-3-36 having beenadded to Marion's SIITAviolation list AIIweis listed above are curently under a Division Order for individual wellbonding.

There has not been any evidence of eifalt being made to bring these wells mio comphance. These weNs are inviolationof R4349-3-30 as listed above. The Division requires Marion to put up fullcost bonding for all wens inviolatioreabove per R649-3A It is also mandatory that Marion submit al documentation as required by R649-3-36
conceminq shut4n and temporanlyabandoned weis.

Immediate Action: For the wells subject to this notice, Marîon shall fulfili full cost bondinq requirements foreach well. Marion shall also submit all information as required by RS49-3-36 or pluq and abandon or placethe wells on production.

* Fines may be levied up in $10,000.00per day for every weU in violation given1he authority
provided underU.CA 404-11, parti

This notice shai remain in effect unti it is modiRed, tenninated,or vacated by a written notice of an authorized
representative of thedimolor of theDivisionof Oil.Gas and Mining. Failure tocomplywith thisnoticewiBresult in theDiviaion pursuing further aclions against said operator,Fudher actions may include initiation ofagency actions toorder fuitcost bonding and plugging and abandonment ofweHsand tequests for bond forfeiture and civilpem

Compliance Deadline: February 8, 2013
Dategi Service MaKing January ,

20113 Certified Mai Mo: 7010 1670 00014810 3645

DMsion's Represerdative Operator or Reposentative

(if presented in person)

cc: ComplianceFile
WeKFies
SITLA

6/2005
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January 18, 2013

Departmentof Natural Resources
Divisionof Oiland Gas &Mining
1694 West NorthTemple, Suite 1210 $ C>C> SjbÔ QSalt Lake City,Ulah 84114

AtlentiortDuslin Doucet

Re: Noliceof Violalion- Clear Creek and Helper Fields

Dear Duslin,

in responselo your certifiedletierofJanuary 3, 2013, we are providingyou with informalion for wells thatare currentlysiructured as shut in or temporarilyabandoned weis (SI/TA)by DOGM.Each wei hasindividualinformalionand is lisled below

As you know, for thelast twoand a half years MarionEnergy inc. (Marion)has been under financialstress thathas not allowed activeoperalions in the Clear Creek and Helper fields,beyond maintainingatieldpresence and1aking some limited,preliminaryactions to resuming operations. In the last fewmonths,however, Marion has been able10improveils financialpositionto the point of resuming activeoperalionsin the Clear Creek tield,wilhfurtheriinancial improvement expected as that tieldis put backon produelion.

Marionexplained these circumslances to DOGMand the Board of Oil,Gas and Miningat the Ocluber26, 2012 hearing, where Marionsought and obtained Board approvalto reinstituteactive operalions atClear Creek. As discussed at thehearing, Marion's funding is currentlylimited to the moniesneeded toput theClear Creek lield back on production, beginningwiththeOman 2-20 and Oman 10-29 wells,butonce lhat occursMarionexpecis its linancial positiontocontinue to improvetothepoint itcan meet aRofits obligationswithrespect toits SI/TAwels, and tomoveback intoaclive operations at the Helper Field
Consislent wilh discussions at the October Board hearing, we have now rehabilitated the walerdisposal (WD)system in theaccessibleportionoftheClear Creek tieldand we are activelyworkingonrestoring productionat thetwoinitialytargetedweis, despite theextreme winter weatherconditionsthatset in severalweeks ago.

Helper

The weis listed in the NOV for the Helper Field are ai modern weis, having been driled in 2005 or taler.This fieldwas in production untilOctober 2010, thoughtheweHs are now shut in.AHofthe Helper wenslisted inthe NOVare currentlyattachedto a gas and water system (theAnadarko sales and SWDsystem). This sysiem is controledentirelyby Anadarko. Marionconductedan inspeclion of the Helper
Fieldon 1-16-13 and confirmed that thereis noevidence ofany gas or water leaks at any of the wens.We understand that DOGMhas also recently inspected theHelper Field and reachedthesameconclusion.Marionplans to bring thisfieldinto operation soon, as finances allow.Please be advisedthatMarionhas akeady provided wenbore diagrams of aB of the wens referenced below.

3580 Orr Road,
Allen,Texas,
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Baipark Canyon 16-2X

This wei is onlydriied in 500 feet on the Ballparksite withsurface casingset The casing is 18"abovethegroundand ithas a cap welded on thecasing.This wei was a replacement for ihe BallparkCanyon16-2 where the driHingwas lost on the wei whiledrillingsurfacepipe. Marionplans todril thiswelltotheFerron in thefuture.

BatipaskCanyon 17-2

This wel is thesame as the16-2Xwell,and has been only drilledto 500 feet withsurface casing set it iscurrentlycapped on thesulface.

BallparkCanyon #1

This wel is drilledas a Ferron wei and has been compleled.It has been producing in thepast 1hough itis cunently shut in.There is a pumping uniton the wellAmong the Helper Fieldweis, thiswei is theonethathas theclosestproximitytooccupied structures. We closely inspected thiswel on 1-1&13 andconlirmed that thereare no issues.

CordinglyCanyon 10-1

This wel was driled as a Fenon producer. However because of hole issues in the deeper sectionitwasexpectedio be compleledas a Mancos wel. Marionplans io complelethewel, and produce the wel inthefulure.

KenilworthRR#1A

We had originaRy driied thiswet to be a SWD weRfor Helper However we had positiveresponse fromthe Buckhom Conglomerate and wecompleledthewei in thatzone. The wellhas produced in thepastand wewilplan tobring itback onlinesoon.A situationregarding theweihead leakingat the sitewashandled by ouroperationspeople and thewei site is nowcleanofthisspill
KenilworthRR#1

This wellwas producing untilitwas shut in.There is a pumping unitonthe weß. Marionplans to bringthiswenintoproduction soon.

KenilworthRR#2

This wei was producing untilitwas shut in.There is a pumping uniton the wen. Marion plans tobringthiswell intoproduction soon.

CordinglyCanyon 15-5

This wellwas driHedto theMancos formationand was completed.Itdid produce for a short timebeforebeing shut in. Marionplans towork on thiswelland toproduce itsoon.
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CordinglyCanyon 15-2

This wenwas drined to the Ferron formationand was completed. This wei was producing untilitwasshut in.There is not currentlya hydraulicpumping uniton the weU.Marionplans toworkon thewen,replace the pumping unit and bring itback intoproductionsoon.
ContinglyCanyon 15-1

This wenwas driled to the Fenon formationand was completed. This wellwas producing untilitwasshut in. Itcurrently has a pumping uniton the well.Marionplans to bring thiswell into production soon.
CordinglyCanyon 11-1

This wei was drinedtotheFerron formationand was completed. This wellwas producing untilit wasshut in.There is not curently a hydraulicpumping uniton thewell Marionplans toworkon thewell,replace the pumping unitand bring it into production soon.

Clear Creek

The NOVlists twowells in theClear Creek Field, theASD 6-17 and the Oman 10-29. Bolhof these aremodem wellsdrilledalter 2005. The Clear Creek Fieldcame offproductioninJuly 2011 due to financialissues and a rupture in the water disposal line.We have inspected both of thesewells in the last fewweeksand neither has any leaks or otherproblems.

Followingthe Board hearing in late October, Marionhas re-commenced operationsin the ClearCreekField. Ithas done an MITon thecurrent SWD wei (theASD 3-17). Ithas replaced several AirVacs onthewater line in thefield,and tested thewhole system. It has commenced operations in the fieldon twoweis, the Oman 2-20 and the Oman 10-29. Given its financial situation improving, Marionplans toexpand operations toadditionalClear Coek wens in the near future. Please be advised thatMarionhasprovidedweibore diagrams on these weis in thepast

ASD 6-17

This met was driRed as a Ferron weH and was completed.MarionsubmiUnd applications toconvert thiswei and theASD 3-17 wei into WD wens, to ensure thatat least one WD wellwas permitted. AftertheASD 3-17 was approved, itwas determined that it wouldsufficeand anotherWOwei was not needed atthattime.The wen currentlyhas a rotaflexpumping uniton it Marionplans tocommenceoperations onthiswelland bring iton to production soon.

Oman 10-29

This wenwas drinedin the Ferron but was not completed. Since resuming operations in the Clear Creeklield in November, Marionhas sent in a completion formfor the well,and has done a flowtest on thewen. Recent operationsin the last monthhave seen a production pump placed on thewei. As weatherimproves in thearea Marionwii produce the wel.
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Bonding

Mariondoes not currently have thefinancialwherewilhaltoundertake fui cost bonding of aRof theweislisted in theNOV,and willnot be in a conditionto do so untilits financialsituationfurther improves. Wenote, however, thatMarioncurently is bonded withDOGMfor $451,500($421,500surety bond and$30,000cash bond), and DOGMholds an additional$184,000of cash for reclamation of Marionweis,meaning there is over $630,000in place wilhDOGMfor reclamation, When added to Marion'sfederaland SITLAbonds, there is justunder $1,000,000currentlyavailable for Marionreclamation.

Based on the above informalion,Marionrespecifuly requests thatDOGMextend theSITTAslatusonthesewells, and withholdfurlher enforcement action whileMarionbrings the Clear Creek Fieldback onproduction and continues10improve ils financialcondilionlo the point it can put moveback intotheHelper fieldand put those wellsback intoproductionas wel, therebyremovingtheweis from SIITAstatus.

We wouldbe happy to meetwithyou to further discuss thismaller. In the meantime,feel free lo cordactus should you need anything further.

Yours
,

KeriClarke

3580 Orr Road,
Alen, Texas,
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February 5, 2013

Department of Natural Resources
Divisionof OilGas and Mining
1594 West NorthTemple, Suite 1210 pyPrice, Utah 84114

Attention: Dustin Doucet
Peiroleum Engineer

Re: Notilication of ViolationJanuary 3, 2013
Operation Plan

Dear Dustin,

Foiowing up on our earlier (Jan. 18, 2013) letter lo the Division,and subsequent discussions between
Marion,MichaelMalmquistof Parsons Behle, and Cameron Johnson, allomeyfor the Division of Oil
Gas and Mining,Marionhas been asked to put togethera plan of operation for the weHsmentioned onthereferencedviolalion.As the Divisionis aware Marionis currently improvingils financialsiluation. This
willaiow Marion in operale lhe fields in Utah fuHy,as it has done so in the past From thissituation
Marionwillplan to do the foiawing;

Helper

Currentlyai the wens in Helper are connectedto theAnadarko gas and water disposal system. Each ofthe wells on the Kenilworthand Cordinglysides of the tieldare connected by a closed gas and waler
pipelinesystem to the Anadarko connection point, througha Marionrightofway.This system is currently
shut down. MarionwiHhave to contact Anadarko to set the system operational again. Marioncurrently
has a gas purchaseand water disposal agreementin place withAnadarko. Priorto resuming operations
Marion wiRneed to inspect each wel to determine whether equipment is missing(due to scavenging) or
otherwise in need ofreplacement or rehabiliiationbefore theweis can be tumedback on.

BaHparkCanyon 16-2X

This wedis currentlydriHedto500' withsurface casingset in the shaHowhole. This wenwil need a rig
set toallowMarionto set cement in the hole, reduce the surFacecasing, cap the welland abandon the
wel. This wei wilbe abandonedby the date of the June Board hearing being June 26, 2013.

BaHparkCanyon 17-2

This wen is currentlydriHedto 500' withsurface casing set in the shallowhole. This wen wißneed a rig
set to anowMariontoset cement in the hole, reduce the surface casing,cap the weHand abandon the
wen.This wen wiHbe abandoned by thedate of the June Board hearing being June 26, 2013.

3580 Orr Road,
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CordinglyCanyon 10-1

This wellhas not been completedin theMancos section of the wel. Because of downhole wel problemsMarionplanstoset a rig,plug the wellwithcement and abandon thewel. This wellwinbe abandoned bythe date August 8, 2013.

KenilworthRailroad#1A

This wellwas last produced in February 2009. It is a Buckhom Conglomerate wen and is capable ofproduction.This weHcurrentlyhas a pumping uniton the wei.We wiHattempt to bring the wei onproduction priorto theend of 2013. Ifthe wel is not producingan MITwillbe done.

BaHparkCanyon #1

This wei was last produced in July 2010. It is a Ferron wel and currentlyhas a pumping uniton thewellWe wii attempt ic bring the wei on production priortothe end of 2013. Ifthe wei is notpoducing anMITwinbe done.

KenilworthRailroad#1

This wellwas last produced in September 2010. It is a Ferron wel and currentlyhas a pumping unitonthe wellWe wii attempt to bring thewei on production priorto theend of 2013. Ifthe wel is not
producing an MITwinbe done.

KenilworthRailroad#2

This wellwas last produced in September 2010. It is a Ferron wei and currently has a pumping unitonthewen.We winallempttobringtheweUon productionpriorto the end of 2013. Ifthe wei is not
producing an MITwii be done.

Cordingly Canyon 15-5

This wei was last produced inApril 2010. It is a Mancos wel, thoughit does not currentlyhave a
pumping uniton the wei Marionwillreplace the equipment needed and wißattempt to bringthe wei on
production priortotheend of 2013. Ifthe wel is not producingan MITwii be done.

CordinglyCanyon 15-1

This wel was last produced in September 2010. This is a Ferron wed and currentlyhas a pumping unit
on thewell.We wiiattempt io bring the wel on productionpriorto the end of 2013. Ifthe well is not
producing an MITwiHbe done.

CordinglyCanyon 15-2

This wei was last produced in September 2010. This is a Ferron wei, thoughitdoes not have a
hydraulicpumping uniton the wei. Marionwil replace the equipment needed, and wiHattempt to bring
the wellon production priorto the end of 2013. Ifthe wei is not producing an MIT wii be done.

3580 Orr Road,
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CordinglyCanyon 11-1

This wellwas last produced in September 2010 This is a Ferron wel, thoughit does not have ahydraulicpumping uniton thewell Marionwillreplace the equipment needed, and winattempttobringthe wellon production prior tothe end of 2013. Ifthewen is not producing an MITwißbe done.

Clear Creek

Oman 1 29.

This wel was drilledto the Ferron fomiation but was not completed Recent operations inthe last month
have seen a production pump placed on thewell As weather improves in the area Marionwil attempt toproduce the well

AlpineSchool District&17

This wel was driHedas a Ferron wel and was completed. Marion submitled applications to convert this
wei and theASD 3-17 weHintowater disposal wens.AftertheASD 3017 was approved, itwas
determined thatone wei was needed, and anotherWDwel was not needed at thattime.The wel
currentlyhas a rolaflexpumping uniton it Marionplans to attempt poduction from the wel by theend of
2013. Ifthe wei is not producing an MITwiibe done.

Marion is proposing thisplan toaddress ihe January 3, 2013 Notice of Violation. Given the constrain1sof
Marion's financialsituation,we believe the plan contains reasonable timeframes for conducting work
either to abandon or put back on production theweis listed in the NOV. We look forward to hearing
from you regardingthismatter

Yours Sincerely

KeriClarke

3580 Orr Road,
Allen, Texas,
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February 13, 2013

Department of Natural Resources
Division of OilGas and Mining
1594 West NorlhTemple, Suite 1210
Salt Lake City,Utah 84114

Attention:Cameron Johnson, Assistant Attomey General

Re: Notificationof ViolationJanuary 3, 2013
Operation Plan

Dear Cameron,

TTiisrespondsto the email you sent to MikeMalmquiston behalf of the Division on February 8, 2013.

Anadarko Gas Purchase andWater Disposal Agreements

Marionhas in placea Gas Purchase Agteement withAnadarko 10purchase allgas produced in the field.
Anadarko has historicaly purchased gas from the fieldand wincontinue to do so in the future. Marion
also has a Water Disposal System Agreement withAnadarko foraHwater produced in the Helper field.
Currently,MarionowesAnadarko of $47,500forwaterdisposal fees from historicalproduction.As its
financialsituation improves Marionwilsettletheaccount. Beyond settling ils account, Mariondoes not
anticipaleany commercial issues withAnadarko thatcouldinterfere withgas sales or water disposal

Waler Disposal and Gas Gathering System

Once Marioncompleted its initialdriHingprogram in the Helper Fieldand established thatthe weis were
productive,twoseparate HDPE trunklines were laid,one for gas and one forwaler. Each ofthe weis
was tied in to the trunklines utilizingHDPE pipe. The tie lines and trunklines are ownedby Marion. The
trunklines 1erminale at a facilitybuiltand operated by Anadarko near Kenilworth.A free waterknock-out
was set to drop out any water in suspension withthe gas before delivery into Anadarko. The sysiem is a
closed syslem. Naturalgas productionat the Helper fieldwas suspended when Marionran intofinancial
issues. This decision to suspend productionwas made by Mariondue to the cash and human resource
issues, notby Anadarko lockingthe company outofthesystem. Each wellwas isolated from the gas
and walerlines by shuttingthe respective valves ateach wellhead. Additionaly,at the timethe fiekiwas
shut-in

Anadarko was made awareof the Marionsituation. Subsequently, Anadarko fieldpersonnel securedthe
aforementioned equipment The Helper pipelinesystem was fuHyoperationaland problemfree when it
was shutdown. We would not anticipateany problems withthe pipe itself,but here maybe some
weihead valves thatwii need to be examined before recommencing liekloperations.

FinancialSituation

Mariondoes not believe that these negotiations are in vain due to its financial condition. Marion has
reason to believe thatits financialsiluation winimprove withina timeframe thataccommodates the
compliance schedule addressed in thisand priorletters. More specifically,Marion expects to have

3580 Orr Road,
AHen,Texas,
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access toadditionalfundingduring thefirsthalfof March2013 thatwillallowittobegin thework in the
Helper tield,withanotherinfusionin May2013.

Produce or MITWells

Mariondoes not believe thatitcan produce theweis by April1, 2013. Marionaccepts the Division's
poposal in divide the wells into Pods withassociated MITcompletion dates, but proposes thatan
additional month be added to the proposed MITcompletiondale for each pod, as wellas the fullcost
bonding and backup date. This timingis more consistent withMarion's expectationof when itwillhave
the available financialresources.

Pod 1: BallparkCanyon #1, KenilworthRailroad#1A, #1, #2: The MITdate for thispod ofwells
wouldbe June 1, 2013. The workwould begin on theKenilworthRailroad#1A. The backup date forfull
cost bonding and showing of well integritywould be July 1, 2013.

Pod 2: CordinglyCanyon 15,5, 15-2, 15-1, 11-1:The MITdate for thispod of wellswould be
August 1, 2013. The backup date for fullcost bonding and showing of wellintegritywould be September
1, 2013.

Pressure and FluidLevel Information

Withregard to DOGM's request for information on pressures and fluidlevels in the Helperwells,we
would liketo makethe followingcomments. First,anyfielddata thatwas acquiredwhilethe fieldwas
operational willonly showwhat the operalingpressure of the systemwas. Typicaiy, Anadarko was able
to keep enough compressionoperating field-wideto mainlain 25-30 psi on our gas system. Second, the
watersystem in essence gravityfed intothe Anadarko sysiem, and as such,therewas negligible
pressure on this lineat alltimes.Third,since the mechanicalintegrityofthe casing is the concem,the
tubingpressure would not provide meaningfulinformation

We are not sure ifthe sentence is supposedto read "productionpressures" and ifso what thatwould
mean exacuy. As stated before, the fieldpressure was 25-30 psi when the fieldwas in operation.Since
the fieldis currentlyshut in thereis no productionor"productionpressure." Allprevious productionhas
been reported. Conceming the last part of the sentence dealing withsurface pressures, fluidlevels etc.,
we see no definitivecomdationbelween thoseitems and casing integrity,Gathering such infonnation
now, and particularlygiven Marion's need to be as efficientas possible with money and personnel,
would not appear tobe a productive expenditureof resources. Marionproposes thatthisrequest be
withdrawn,and thatwe be aiowed to focus on puttingourselves in a position toundertakeMITs,which
are the truemeasureofwell integrity,on the schedule proposed above. We wouldexpect thatwhen
Marionenters the Helper fieldtobegin the MITprocess the fluidlevels and surface wellhead pressure
data willbe gathered for reservoir engineeringreasons, and we would be happy to providethat
information to the Divisionas it is obtained.

Marionhopes thisletter addresses thecomments and requirements outlined by the Oiland Gas Division
in your email from February 8, 2013.

We look forward to hearing from you.

Yours Sincerely

KeriClarke

3580 Orr Road,
AIIen,Texas,



... RECElVED
STATE OF UTAH FORM 9

DEPARTMENT OF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:

DIV.0FOIL,GAS&MUNG
6. [F INDIAN,ALLOTTEEORTRlBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENT NAME:

Do not use this form for proposals to drillnew wells,significantlydeepen existingwells below current bottom-hole depth, reenterplugged wells, or to
drillhorizontal laterals. Use APPLICATION FOR PERMIT TO DRILLform forsuch proposals.

1. TYPE OF WELL 8. WELL NAMEand NUMBER:
OIL WELL GAS WELL OTHER Kenilworth/Cordingly Field

2.NAMEOFOPERATOR: 9.APINUMBER:

Marion Energy, Inc.
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

31 No. Main Street an Helper Ut 7,,84626 (435) 650-3923 Kenilworth/Cordingly Field
4. LOCATION OF WELL

FOOTAGES AT SURFACE: COUNTY: Carbam

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
UTAH

11. CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O AClDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DiŠPOSAL
(Submit Original Form Only)

O CHANGE WELL STATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF

Date ofwork completion:
O COMMINGLEPRODUCING FORMATIONS RECLAMATlONOF WELL SITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

Kenilworth/Cordingly Field

Well pressures taken and documented. See attachment.

We are currently unable to get fluid levels but are working to correct the issue.

DaveSmith Construction/Maintenance
SNAG REEA ATLEE

4/1/2013

(This space for State use only) Accepted by the
Utah Division of

Oil, Gas and Mining
(5/2000) (See Instructions on Reverse Side) For Record
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Kenihuodh/Cordingly

Pressures

15-1

Tubing 0 Casing 5

15-5

Tubing 0 Casing 0

15-2

Tubing 0 Casing 0

10-1

Tubing 0 Casing 15

Cordingly 11-1

Tubing 0 Casing 80

KenihuodhRR1-A

Tubing 400 Casing 1400

KenihuodhRR1

Tubing 20 Casing 20

15-3

Tubing 20' Casing 50

BalIPark1

Tubing 0 Casing 0

KenihuodhRR2

Tubing 0 Casing 0

16-2 Not Drilled

17-2 NotDrilled

Kenilworth RR 15-4 Not
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INSTRUCTIONS

This form shall be submitted by the operator to show the intention and/or completion of the following:
e miscellaneous work projects and actions for which other specific report forms do not exist;
e all other work and events as identified in section 11, Type of Action, or as required by the Utah Oil and Gas

Conservation General Rules, including:
- minor deepening of an existing well bore,
- plugging back a well,
- recompleting to a different producing formation within an existing well bore (intent only),
- reperforating the current producing formation,
- drilling a sidetrack to repair a well,
- reporting monthly the status of each drillingwell.

This form is not to be used for pronosals to
- drillnew wells,
- reenter previously plugged and abandoned wells,
- significantlydeepen existing wells below theircurrent bottom-hole depth,
- drillhorizontal laterals from an existing well bore,
- drill hydrocarbon exploratory holes such as core samples and stratigraphic tests.

Use Form 3, Application for Permit to Drill (APD) for such proposals.

NOTICE OF INTENT - A notice of intention to do work on a well or to change plans previously approved shall be
submitted in duplicate and must be received and approved by the divisionbefore the work is commenced. The operator
is responsible for receipt of the notice by the division in ample time for proper consideration and action. In cases of
emergency, the operator may obtain verbal approval to commence work.Withinfive days after receivingverbal approval,
the operator shall submit a Sundry Notice describing the work and acknowledging the verbal approval.

SUBSEQUENT REPORT - A subsequent report shall be submitted to the division within 30 days of the completion of
the outlined work. Specific details of the work performed should be provided, including dates, well depths, placement
of plugs, etc.

WELL ABANDONMENT - Proposals to abandon a well and subsequent reports of abandonment should include reasons
for the abandonment; data on any former or present productive zones, or other zones with present significant fluid
contents not sealed off by cement or otherwise; depths (topand bottom) and method of placement of cement plugs;
mud or other material placed below, between and above plugs; amount, size, and method of parting of any casing, liner,
or tubingpulled and the depth to top of any left in the hole; method of closing top of well;and date well site conditioned
for final inspection looking to approval of the abandonment.

In addition to any Sundry Notice forms submitted, Form 8, Well Completion or Recompletion Report and Log must
be submitted to the division to report the results of the following operations:
• completing or plugging a new well,
• reentering a previously plugged and abandoned well,
• significantlydeepening an existing well bore below the current bottom-hole depth,
• drilling horizontal laterals from an existing well bore,
e drilling hydrocarbon exploratory holes such as core samples and stratigraphic tests,
• recompleting to a different producing formation.

Send to:

Utah Divisionof Oil,Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940

Salt Lake City, Utah 84114-5801

INSTRUCTIONS
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- reenter previously plugged and abandoned wells,
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- drillhorizontal laterals from an existing well bore,
- drill hydrocarbon exploratory holes such as core samples and stratigraphic tests.

Use Form 3, Application for Permit to Drill (APD) for such proposals.

NOTICE OF INTENT - A notice of intention to do work on a well or to change plans previously approved shall be
submitted in duplicate and must be received and approved by the divisionbefore the work is commenced. The operator
is responsible for receipt of the notice by the division in ample time for proper consideration and action. In cases of
emergency, the operator may obtain verbal approval to commence work.Withinfive days after receivingverbal approval,
the operator shall submit a Sundry Notice describing the work and acknowledging the verbal approval.

SUBSEQUENT REPORT - A subsequent report shall be submitted to the division within 30 days of the completion of
the outlined work. Specific details of the work performed should be provided, including dates, well depths, placement
of plugs, etc.

WELL ABANDONMENT - Proposals to abandon a well and subsequent reports of abandonment should include reasons
for the abandonment; data on any former or present productive zones, or other zones with present significant fluid
contents not sealed off by cement or otherwise; depths (topand bottom) and method of placement of cement plugs;
mud or other material placed below, between and above plugs; amount, size, and method of parting of any casing, liner,
or tubingpulled and the depth to top of any left in the hole; method of closing top of well;and date well site conditioned
for final inspection looking to approval of the abandonment.

In addition to any Sundry Notice forms submitted, Form 8, Well Completion or Recompletion Report and Log must
be submitted to the division to report the results of the following operations:
• completing or plugging a new well,
• reentering a previously plugged and abandoned well,
• significantlydeepening an existing well bore below the current bottom-hole depth,
• drilling horizontal laterals from an existing well bore,
e drilling hydrocarbon exploratory holes such as core samples and stratigraphic tests,
• recompleting to a different producing formation.
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1) BALLPARKCYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-3 1173
3) BALLPARKCYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A API # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API #43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLYCYN 15-5 API # 43-007-31167
9) KENILWORTHRR #1 API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLYCYN 15-2 API # 43-007-31064
12) CORDINGLYCYN 15-1 API # 43-007-31065
13) CORDINGLYCYN I1-1 API #

1) BALLPARKCYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-3 1173
3) BALLPARKCYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A API # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API #43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLYCYN 15-5 API # 43-007-31167
9) KENILWORTHRR #1 API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLYCYN 15-2 API # 43-007-31064
12) CORDINGLYCYN 15-1 API # 43-007-31065
13) CORDINGLYCYN I1-1 API #



STATEOFUTAH FORM9
DEPARTMENT OF NATURALRESOURCES

DIVISION OF OIL, GAS AND MINING & LEASEDESIGNATIONANDSERIALNUMBER:

6 1F INDIAN,ALLOTTEEOR TRIBE NAMESUNDRY NOTICES AND REPORTS ON WELLS
7 UNITor CA AGREEMENTNAME:Do not use this form for pmposals to dnti new wells. signilicantlydeepen existingwells below current bottom-hoe depth. reenter plugged wens, or lodrillhorizontal laterals. Use APPLICATION FOR PERMITTO DRILLform forsuch proposals

i TYPE OF WELL --- 8 WELLNAMEand NUMBER:OIL WELL GAS WELL LQ OTHER .Kenilworth/CordinglyCanyon
2 NAMEOF OPERATOR

9 API NUMBER
Marion Energy, Inc.

3. ADDRESSOF OPERATOR: PHONE NUMBER: 10 FIELDANDPOOL OR WILDCAT31 No. Main St om Helper 84526 (435) 650-3923 Kenilworth
4 LOCATION OF WELL

FOOTAGESAT SURFACE. COUNTY Carbon

QTROTR, SECTION. TOWNSHIP, RANGE. MERIDIAN STATE
UTAH

« CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICEOF INTENT
(Submd in DLelicate) ALTER CASING MACTURE TREAT SIDETRACK TO REPAIR WELL

Appror.mate date work wiOstart CASINGREPAR NEWCONSTRUCTON TEMPORARILY ABANDON

O CHANGETO PREVIOUSPLANS OPERATORCHANGE TUBINGREPAIR

CHANGE TUBING PLUGANDABANDON O VENT OR FLARE
SUBSEQUENT REPORT CHANGEWELLNAME PLJG BACK WATER DISPOSAL(Submit Original Form Only)

O CHANGEWELL STATU MODUCTION (STARTIRESUME) WATER SHUT-OFFDate ofworkcompletion
O COMMINGLEPRODUCINGFORMATIONS RECLAMATIONOF WELLSITE OTHER

O coNVERT WELLTYPE RECOMPLETE-DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETEDOPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

See attached documents. Pressures and water and gas for April.

Accepted by the
Utah Division of

Oil, Gas a ning
nly

Dave Smith
TITLE CODSÍTUCtÎOn/Maintenance

DATE 5/1/2013

(Tills space for State use only)

RECEIVED
MAY0 12013(&2000) (See Instructions on Rewrse Side)
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Kenilworth/Cordingly

Pressures

15-1

Tubing 0 Casing 5

15-5

Tubing 0 Casing 0

15-2

Tubing 0 Casing 0

10-1

Tubing 0 Casing 15

Cordingly 11-1

Tubing 0 Casing 80

Kenilworth RR 1-A

Tubing 400 Casing 1400

Kenilworth RR 1

Tubing 20 Casing 20

15-3

Tubing 20 Casing 50

Ball Park 1

Tubing 0 Casing 0

Kenilworth RR 2

Tubing 0 Casing 0

16-2 Not Drilled

17-2 Not Drilled

Kenilworth RR 15-4 Not

Kenilworth/Cordingly

Pressures

15-1

Tubing 0 Casing 5

15-5

Tubing 0 Casing 0

15-2

Tubing 0 Casing 0

10-1

Tubing 0 Casing 15
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Tubing 0 Casing 80

Kenilworth RR 1-A

Tubing 400 Casing 1400

Kenilworth RR 1

Tubing 20 Casing 20
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Ball Park 1
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17-2 Not Drilled

Kenilworth RR 15-4 Not



Clear Creek

1029

Tubing 0 Casing 0

Oman 2-20

Tubing 110 Casing 90

6-17

Tubing 0 Casing

Clear Creek

1029

Tubing 0 Casing 0

Oman 2-20

Tubing 110 Casing 90

6-17

Tubing 0 Casing



State of Utah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER

GARY R. HERBERT Executive Director

Governor Division of Oil, Gas and Mining
SPENCER J. COX JOHN R. BAZA
Lieutenant Govemor Division Director

June 2, 2014

Certified Mail #7003 2260 0003 2358 7004

Jeff Clarke
Marion Energy, Inc. 6 ÛÜ
3580 Orr Road
Allen, Texas 75002

Subject: Notice of Violation for Shut-in and Temporarily Abandoned Wells

Dear Mr. Clarke:

The Division of Oil, Gas and Mining (Division) issued Marion Energy, Inc (Marion) a
Shut-in and Temporarily Abandoned Notice of Violation (NOV), dated January 3, 2013, for the
following thirteen (13) wells.

Ballpark Cyn 16-2X 43-007-31207 Plugged and Abandoned - June 2013
Cordingly Cyn 10-1 43-007-31173 Plugged and Abandoned - October 2012
Ballpark Cyn 17-2 43-007-31169 Plugged and Abandoned - June 2013
Kenilworth RR 1-A 43-007-31229 Last Production - November 2008
Alpine School District 6-17 43-007-31181 Last Production - November 2008
Oman 10-29 43-007-31210 Comp - November 2008, Never Produced
Ballpark Cyn #1 43-007-31015 Last Production - June 2010
Cordingly Cyn 15-5 43-007-31167 Last Production - April 2010
Kenilworth RR #1 43-007-31006 Last Production - August 2010
Kenilworth RR#2 43-007-31007 Last Production - August 2010
Cordingly Cyn 15-2 43-007-31064 Last Production - August 2010
Cordingly Cyn 15-1 43-007-31065 Last Production - August 2010
Cordingly Cyn 11-1 43-007-31070 Last Production - August 2010

Marion plugged and abandoned the Ballpark Cyn 16-2X, Cordingly Cyn 10-1 and
Ballpark Cyn 17-2 wells. The other ten (10) wells are still in noncompliance with Rule R64-3-16
Shut-in and Temporarily Abandoned Wells. If work was done on the wells Marion has not
submitted notice of intent or subsequent sundry notices to the Division. If any work has been
done on the wells please submit sundries immediately for the well files.

The operator is responsible to file, yearly, for extended shut-in or temporary
abandonment for wells shut-in or temporarily abandoned for a period of twelve (12) consecutive
months. Marion must file a Sundry Notice providing the following information for each of the
above ten noncompliance wells; reasons for shut-in or temporarily abandonment of the well, WAH

length of time the well is expected to be shut-in or temporarily abandoned and an explanatioDNR

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 841 L4-5801
telephone (801) 538-5340 • facsimile (801) 359-3940 • TTY (801) 538-7458 • www ogm.utah.gov

OIL GAS &
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Page 2
Marion Energy, Inc.
June 2, 2014

and supporting data showing the well has integrity (R649-3-36.1). After review the Division will
either approve the continued shut-in or temporarily abandoned status or require remedial action
(R649-3-36.2). After five (5) years of non-activity or non-productivity, the well shall be plugged
in accordance with R649-3-24, unless approval for extended shut-in time is given by the
Division upon a showing of good cause by the operator (R649-3-36.3). Please note, three (3) of
the ten noncompliance wells listed above have been shut-in over five (5) years.

Marion has until June 30, 2014 to submit sundries, for the subject wells, in accordance
with Oil and Gas Conservation General Rule 649-3-36 Shut-in and Temporarily
Abandoned Wells.

Should Marion not meet shut-in and temporarily abandoned well requirements, the
Division is prepared to file a Notice of Agency Action (NAA) for Commencement of Informal
Adjudicative Proceedings (R649-10-3) for this matter in accordance with Oil and Gas
Conservation General Rule R649-10 Administrative Procedures.

If you have any questions or need further assistance, please feel free to contact me at
clintondworshak@utah.gov or 801-538-5280 or Dustin Doucet, Petroleum Engineer, at dustindoucet@utah.gov
or 801-538-5281.

Sincerely,

Clinton Dworshak
Oil and Gas Compliance Manager

CLD/js
cc: John Rogers, Oil & Gas Associate Director

Dustin Doucet, Petroleum Engineer
Well Files
Compliance File

N:\O&G Reviewed
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RECEIVED: Jul. 14, 2014

 

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS, AND MINING 

FORM 9
 

5.LEASE DESIGNATION AND SERIAL NUMBER:
 FEE 

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly deepen existing wells below
current bottom-hole depth, reenter plugged wells, or to drill horizontal laterals. Use APPLICATION
FOR PERMIT TO DRILL form for such proposals.

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:
 

7.UNIT or CA AGREEMENT NAME:
  

1. TYPE OF WELL
  Gas Well 

8. WELL NAME and NUMBER:
 KENILWORTH RR #1 

2. NAME OF OPERATOR:
 MARION ENERGY, INC.

9. API NUMBER:
 43007310060000

3. ADDRESS OF OPERATOR: PHONE NUMBER: 
 2150 South Central Expressway , McKinney, TX, 75070 972 540-2967  Ext 

9. FIELD and POOL or WILDCAT:
 HELPER 

4. LOCATION OF WELL
  FOOTAGES AT SURFACE:
     0494 FSL 1289 FEL 
  QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:
     Qtr/Qtr: SESE Section: 16 Township: 13.0S Range: 10.0E Meridian: S

COUNTY:
 CARBON 

STATE:
 UTAH

11.

CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

 

    NOTICE OF INTENT
Approximate date work will start:

10/31 /2014

    SUBSEQUENT REPORT
Date of Work Completion:

 

    SPUD REPORT
Date of Spud:

 

    DRILLING REPORT
Report Date:

 

     ACIDIZE       ALTER CASING       CASING REPAIR  

     CHANGE TO PREVIOUS PLANS       CHANGE TUBING       CHANGE WELL NAME  

     CHANGE WELL STATUS       COMMINGLE PRODUCING FORMATIONS       CONVERT WELL TYPE   

     DEEPEN       FRACTURE TREAT       NEW CONSTRUCTION  

     OPERATOR CHANGE       PLUG AND ABANDON       PLUG BACK  

     PRODUCTION START OR RESUME       RECLAMATION OF WELL SITE       RECOMPLETE DIFFERENT FORMATION  

     REPERFORATE CURRENT FORMATION       SIDETRACK TO REPAIR WELL       TEMPORARY ABANDON  

     TUBING REPAIR       VENT OR FLARE        WATER DISPOSAL  

     WATER SHUTOFF       SI TA STATUS EXTENSION       APD EXTENSION  

     WILDCAT WELL DETERMINATION       OTHER  OTHER: 

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

 The wells in the Helper field continue in temporary shut-in status due to
Marion’s financial circumstances. Marion recently was recapitalized with

funds to put the Clear Creek field on production, when that is
accomplished Marion will have income to put the Helper wells back on
production. Work was carried out in mid 2013 to replace bad joints of

tubing, during this time a new down hole pump was also installed. This
well now has a casing pressure of 23lbs. This shows that the tubing

replacement work was successful. Marion Energy is planning to install a
pumping unit motor on this well. Once the pumping unit motor is

delivered and installed the well will be returned to production in October.

NAME (PLEASE PRINT) PHONE NUMBER 
 Ben Evans 214 592-8615

TITLE
 Landman

SIGNATURE
 N/A

DATE
 7 /14 /2014

July 23, 2014

Sundry Number: 53329 API Well Number: 43007310060000Sundry Number: 53329 API Well Number: 43007310060000

FORM 9
STATE OF UTAH

DEPARTMENTOF NATURALRESOURCES
5.LEASE DESIGNATION AND SERIAL NUMBER:DIVISION OF OIL, GAS, AND MINING FEE

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

Do not use this form for proposals to drill new wells, significantly deepen existing wells below
current bottom-hole depth, reenter plugged wells, or to drill horizontal laterals. Use APPLICATION 7.UNITor CA AGREEMENT NAME:

FOR PERMIT TO DRILL form for such proposals.

1. TYPE OF WELL 8. WELL NAME and NUMBER:
Gas Well KENILWORTH RR #1

2. NAME OF OPERATOR: 9. API NUMBER:
MARION ENERGY, INC. 43007310060000

3. ADDRESS OF OPERATOR: PHONE NUMBER: 9. FIELD and POOL or WILDCAT:
2150 South Central Expressway , McKinney, TX, 75070 972 540-2967 Ext HELPER

4. LOCATION OF WELL COUNTY:
FOOTAGES AT SURFACE: CARBON

0494 FSL 1289 FEL
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:

QtrlQtr: SESE Section: 16 Township: 13.0S Range: 10.0E Meridian: S UTAH

CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

ACI DIZE ALTER CASING CASING REPAIR
NOTICE OF INTENT

Approximate date work will start: CHANGE TO PREVIOUS PLANS CHANGE TUBING CHANGE WELL NAME

10/31/2014
CHANGE WELL STATUS COMMINGLE PRODUCING FORMATIONS CONVERT WELL TYPE

SUBSEQUENT REPORT DEEPEN FRACTURE TREAT NEW CONSTRUCTION
Date of Work Completion:

OPERATOR CHANGE PLUG AND ABANDON PLUG BACK

/ PRODUCTION START OR RESUME RECLAMATION OF WELL SITE RECOMPLETE DIFFERENT FORMATION
SPUD REPORT

Date of Spud: REPERFORATE CURRENT FORMATION SIDETRACK TO REPAIR WELL TEMPORARY ABANDON

TUBING REPAIR VENT OR FLARE WATER DISPOSAL

DRILLING REPORT WATER SHUTOFF SI TA STATUS EXTENSION APD EXTENSION
Report Date:

WILDCATWELLDETERMINATION OTHER OTHER:

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

The wells in the Helper field continue in temporary shut-in status due to Accepted by the
Marion's financial circumstances. Marion recently was recapitalized with Utah Division of

funds to put the Clear Creek field on production, when that iS Oil, Gas and Mining

accomplished Marion will have income to put the Helper wells back on FORifWÇOSp ONLY
production. Work was carried out in mid 2013 to replace bad joints of

tubing, during this time a new down hole pump was also installed. This
well now has a casing pressure of 23|bs. This shows that the tubing

replacement work was successful. Marion Energy is planning to install a
pumping unit motor on this well. Once the pumping unit motor is

delivered and installed the well will be returned to production in October.

NAME (PLEASE PRINT) PHONE NUMBER TITLE
Ben Evans 214 592-8615 Landman

SIGNATURE DATE
N/A 7/14/2014

RECEIVED: Jul. 14,

Sundry Number: 53329 API Well Number: 43007310060000
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FOOTAGES AT SURFACE: CARBON

0494 FSL 1289 FEL
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:

QtrlQtr: SESE Section: 16 Township: 13.0S Range: 10.0E Meridian: S UTAH

CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

ACI DIZE ALTER CASING CASING REPAIR
NOTICE OF INTENT

Approximate date work will start: CHANGE TO PREVIOUS PLANS CHANGE TUBING CHANGE WELL NAME

10/31/2014
CHANGE WELL STATUS COMMINGLE PRODUCING FORMATIONS CONVERT WELL TYPE

SUBSEQUENT REPORT DEEPEN FRACTURE TREAT NEW CONSTRUCTION
Date of Work Completion:

OPERATOR CHANGE PLUG AND ABANDON PLUG BACK

/ PRODUCTION START OR RESUME RECLAMATION OF WELL SITE RECOMPLETE DIFFERENT FORMATION
SPUD REPORT

Date of Spud: REPERFORATE CURRENT FORMATION SIDETRACK TO REPAIR WELL TEMPORARY ABANDON

TUBING REPAIR VENT OR FLARE WATER DISPOSAL

DRILLING REPORT WATER SHUTOFF SI TA STATUS EXTENSION APD EXTENSION
Report Date:

WILDCATWELLDETERMINATION OTHER OTHER:

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

The wells in the Helper field continue in temporary shut-in status due to Accepted by the
Marion's financial circumstances. Marion recently was recapitalized with Utah Division of

funds to put the Clear Creek field on production, when that iS Oil, Gas and Mining

accomplished Marion will have income to put the Helper wells back on FORifWÇOSp ONLY
production. Work was carried out in mid 2013 to replace bad joints of

tubing, during this time a new down hole pump was also installed. This
well now has a casing pressure of 23|bs. This shows that the tubing

replacement work was successful. Marion Energy is planning to install a
pumping unit motor on this well. Once the pumping unit motor is

delivered and installed the well will be returned to production in October.

NAME (PLEASE PRINT) PHONE NUMBER TITLE
Ben Evans 214 592-8615 Landman

SIGNATURE DATE
N/A 7/14/2014

RECEIVED: Jul. 14,



Division of Oil, Gas and Mining 

Operator Change/Name Change Worksheet-for State use only 

Effective Date: 6/1/2015 
FORMER OPERA TOR: NEW OPERATOR: 
Marion Energy, Inc Vtah Gas Operating Solutsion, LLC 
1415 N Loop West, Suite 1250 1415 N Loop West, Suite 1250 
Houston, TX 77008 Houston, TX 77008 
281-540-0028 281-540-0028 

CA Number(s): Unit(s): Clear Creek 

WELL INFORMATION: 
Well Name Sec TWN RNG API Entity Mineral 
See Attache Listq 

OPERATOR CHANGES DOCUMENTATION: 
1. Sundry or legal documentation was received from the FORMER operator on: 
2. Sundry or legal documentation was received from the NEW operator on: 
3. New operator Division of Corporations Business Number: 9345770-0161 

REVIEW: 

Surface 

6/24/2015 
6/24/2015 

1. Surface Agreement Sundry from NEW operator on Fee Surface wells received on: N/A 
2. Receipt of Acceptance of Drilling Procedures for APD on: N/A 
3. Reports current for ProductionlDisposition & Sundries: 
4. OPS/SIITA well(s) reviewed for full cost bonding: 

6/25/2015 
6/25/2015 

5. VIC5 on all disposaVinjection/storage well(s) approved on: 7/8/2015 
6. Surface Facility(s) included in operator change: Clear Creek Tank Battery 
7. Inspections ofPA statelfee well sites complete on (only upon operators request): 

NEW OPERATOR BOND VERIFICATION: 
1. Federal well(s) covered by Bond Number: 
2. Indian well(s) covered by Bond Number: 
3.State/fee well(s) covered by Bond Number(s): 

DATA ENTRY: 
1. Well(s) update in the OGIS on: 
2. Entity Number(s) updated in OGIS on: 
3. Vnit(s) operator number update in OGIS on: 
4. Surface Facilities update in OGIS on: 
5. StatelFee well(s) attached to bond(s) in RBDMS on: 
6. Surface Facilities update in RBDMS on: 

LEASE INTEREST OWNER NOTIFICATION: 

SU46335 
N/A 
SU46334 and SU46341 

7/9/2015 
7/9/2015 
7/912015 
N/A 
7/9/2015 
7/9/2015 

6/25/2015 

Type 

1. The NEW operator of the Fee (Mineral) wells has been contacted and informed by a letter from the Division 
of their responsibility to notifY all interest owners of this change on: 7/9/2015 
COMMENTS: 

Status 

7/9/2015 

Division of Oil, Gas and Mining
Operator Change/Name Change Worksheet-for State use only

Effective Date: 6/1/2015
FORMER OPERATOR: NEW OPERATOR:
Marion Energy, Inc Utah Gas Operating Solutsion, LLC
1415 N Loop West, Suite 1250 1415 N Loop West, Suite 1250
Houston, TX 77008 Houston, TX 77008
281-540-0028 281-540-0028

CA Number(s): Unit(s): Clear Creek

WELL INFORMATION:
Well Name Sec TWN RNG API Entity Mineral Surface Type Status
See Attache Listq

OPERATOR CHANGES DOCUMENTATION:
1. Sundry or legal documentation was received from the FORMER operator on: 6/24/2015
2. Sundry or legal documentation was received from the NEW operator on: 6/24/2015
3. New operator Division of Corporations Business Number: 9345770-0161

REVIEW:
1. Surface Agreement Sundry from NEW operator on Fee Surface wells received on: N/A
2. Receipt of Acceptance of Drilling Procedures for APD on: N/A
3. Reports current for Production/Disposition & Sundries: 6/25/2015
4. OPS/SI/TA well(s) reviewed for full cost bonding: 6/25/2015
5. UIC5 on all disposal/injection/storage well(s) approved on: 7/8/2015
6. Surface Facility(s) included in operator change: Clear Creek Tank Battery
7. Inspections of PA state/fee well sites complete on (only upon operators request): 6/25/2015

NEW OPERATOR BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: SU46335
2. Indian well(s) covered by Bond Number: N/A
3.State/fee well(s) covered by Bond Number(s): SU46334 and SU46341

DATA ENTRY:
1. Well(s) update in the OGIS on: 7/9/2015
2. Entity Number(s) updated in OGIS on: 7/9/2015
3. Unit(s) operator number update in OGIS on: 7/9/2015
4. Surface Facilities update in OGIS on: N/A
5. State/Fee well(s) attached to bond(s) in RBDMS on: 7/9/2015
6. Surface Facilities update in RBDMS on: 7/9/2015

LEASE INTEREST OWNER NOTIFICATION:
1. The NEW operator of the Fee (Mineral) wells has been contacted and informed by a letter from the Division
of their responsibility to notify all interest owners of this change on: 7/9/2015
COMMENTS:



Marion Energy, Inc to 
Utah Gas Operating Solutions, LLC 
Effective 611/2015 
Well Name Sec'TWN 

--I------

ALPINE SCHOOL DIST 3-17 17 130S 
RIDGE RUNNER 8-19 20 140S 

------- r-----
RIDGE RUNNER 2-18 17 140S 
UTAH FUEL 10 5 140S 
RIDGE RUNNER 13-17 17 140S 
UTAH FUEL I 5 140S 
UTAH FUEL 2 32 130S 
UTAH FUEL 3 32 130S 
UTAH FUEL 4 30 130S 
UTAH FUEL 5 31 130S 
UTAH MINERAL STATE 29 130S 
BALLPARKCYN 17-2 16 130S 
KENILWORTH RAILROAD 15-4 16 130S 
BALLPARK CYN 16-2 16 130S 
CORDINGL Y CYN 10-1 15 130S 
BALLPARK CYN 16-2X 16 1130S 
UTAH FUEL A-I 6 140S 
UTAH FUEL 8 19 130S 
OMAN 2-20 20 130S 
KENILWORTH RR#1 16 130S 
KENILWORTH RR #2 16 130S 
BALLPARK CANYON #1 16 130S 
CORDINGLY CYN 15-2 15 130S 
CORDINGLY CYN 15-1 15 130S 
CORDINGLYCYN 11-1 11 130S 
CORDINGLY CYN 15-5 15 130S 
KENILWORTH RAILROAD 15-3 16 130S 
ALPINE SCHOOL DIST 6-17 17 130S 
OMAN 10-29 29 130S 
KENILWORTH RR I-A 16 130S 
RIDGE RUNNER 11-20 20 140S 
RIDGE RUNNER 1-30 20 140S 
RIDGE RUNNER 2-19 117 1 140S 
RIDGE RUNNER 11-17 17 140S 

RNG 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
100E 
100E 
100E 
100E 
100E 
070E 
070E 
070E 
100E 
100E 
100E 
100E 
100E 
100E 
100E 
100E 
070E 
070E 
100E 
070E 
070E 
070E 
070E 

API ! Entity Mineral Surface Type Status Unit 
4300731182 2550 State Fee WD A CLEAR CREEK 
4301530682 2550 Federal Federal GW lOPS CLEAR CREEK 
4301530683 16130 'Federal Federal GW OPS CLEAR CREEK 
4300716016 2550 Fee Fee GW P CLEAR CREEK 
4301530269 '2550 Federal Federal 

- 1---------

GW P CLEAR CREEK 
4300716009 12550 Fee Fee GW PA CLEAR CREEK 
4300716010 12550 I Fee Fee GW PA CLEAR CREEK 
4300716011 2550 Fee Fee GW PA CLEAR CREEK 
4300716012 2550 1 Fee Fee GW iPA CLEAR CREEK 
4300716013 2550 iFee 'Fee !GW PA CLEAR CREEK 
4300730102 ,2550 I State Fee GW PA CLEAR CREEK 
4300731169 ; 15494 Fee Fee D PA 
4300731170 15495 Federal Fee D PA 
4300731171 15434 I Fee Fee D PA 
4300731173 15435iFee Fee D PA 
4300731207 115496 1 Fee Fee D PA -

4301516021 2550 iFee Fee iGW PA CLEAR CREEK 
4300716015 12550 !Fee Fee 'GW S CLEAR CREEK 
4300730289 12550 State Fee GW S CLEAR CREEK 
4300731006 114624 Fee Fee GW S 
4300731007 14625 !Fee Fee GW S 
4300731015 15159 Fee Fee GW S ---

4300731064 i 15160 State Fee IGW S 
4300731065 i15161 State Fee GW S 
4300731070 115432 ,Fee Fee GW S 
4300731167 15433 State Fee GW S 
4300731168 ,16041 Federal Fee GW S 
4300731181 2550 ,State Fee GW S CLEAR CREEK 
4300731210 12550 :State Fee IGW S CLEAR CREEK 
4300731229 116456: Fee Fee GW S 
4301530271 12550 I Federal Federal GW S CLEAR CREEK 
4301530680 2550 Federal Federal GW S CLEAR CREEK 
4301530684 2550 Federal Federal GW IS CLEAR CREEK 
4301530685 12550 _Federal Federal !GW S CLEAR CREEK 

1 6/25/2015 

Marion Energy,Irx:to
Utah Gas Operating Solutions, LLC
Effective 6/1/2015
Well Name Sec TWN RNG API Entity Mineral Surface Type Status Unit
ALPINE SCHOOL DIST 3-17 17 130S 070E 4300731182 2550 State Fee WD A CLEAR CREEK
RIDGE RUNNER 8-19 20 140S 070E 4301530682 2550 Federal Federal GW OPS CLEAR CREEK
RIDGE RUNNER 2-18 17 140S 070E 4301530683 16130 Federal Federal GW OPS CLEAR CREEK
UTAH FUEL 10 5 140S 070E 4300716016 2550 Fee Fee GW P CLEAR CREEK
RIDGE RUNNER 13-17 17 140S 070E 4301530269 2550 Federal Federal GW P CLEAR CREEK
UTAH FUEL 1 5 140S 070E 4300716009 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 2 32 130S 070E 4300716010 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 3 32 130S 070E 4300716011 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 4 30 130S 070E 4300716012 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 5 31 130S 070E 4300716013 2550 Fee Fee GW PA CLEAR CREEK
UTAH MINERAL STATE 29 130S 070E 4300730102 2550 State Fee GW PA CLEAR CREEK
BALLPARKC304 17-2 16 130S 100E 4300731169 15494 Fee Fee D PA
KENILWORTH RAILROAD 15-4 16 130S 100E 4300731170 15495 Federal Fee D PA
BALLPARK CYN 16-2 16 130S 100E 4300731171 15434 Fee Fee D PA
CORDINGLY CYN 10-1 15 130S 100E 4300731173 15435 Fee Fee D PA
BALLPARK CYN 16-2X 16 130S 100E 4300731207 15496 Fee Fee D PA
UTAH FUEL A-1 6 140S 070E 4301516021 2550 Fee Fee GW PA CLEAR CREEK
UTAHFUEL8 19 130S 070E 4300716015 2550 Fee Fee GNV S CLEAltCIDEEK
OMAN 2-20 20 130S 070E 4300730289 2550 State Fee GW S CLEAR CREEK
KENILWORTH RR #1 16 130S 100E 4300731006 14624 Fee Fee GW S
KENILWORTH RR #2 16 130S 100E 4300731007 14625 Fee Fee GW S
BALLPARK CANYON #1 16 130S 100E 4300731015 15159 Fee Fee GW S
CORDINGLY CYN 15-2 15 130S 100E 4300731064 15160 State Fee GW S
CORDINGLY CYN 15-1 15 130S 100E 4300731065 15161 State Fee GW S
CORDINGLY CYN 11-1 ll 130S 100E 4300731070 15432 Fee Fee GW S
CORDINGLY CYN 15-5 15 130S 100E 4300731167 15433 State Fee GW S
KENILWORTH RAILROAD 15-3 16 130S 100E 4300731168 16041 Federal Fee GW S
ALPINE SCHOOL DIST 6-17 17 130S 070E 4300731181 2550 State Fee GW S CLEAR CREEK
OMAN 10-29 29 130S 070E 4300731210 2550 State Fee GW S CLEAR CREEK
KENILWORTH RR 1-A 16 130S 100E 4300731229 16456 Fee Fee GW S
RIDGE RUNNER 11-20 20 140S 070E 4301530271 2550 Federal Federal GW S CLEAR CREEK
RIDGE RUNNER 1-30 20 140S 070E 4301530680 2550 Federal Federal GW S CLEAR CREEK
RIDGE RUNNER 2-19 17 140S 070E 4301530684 2550 Federal Federal GW S CLEAR CREEK
RIDGE RUNNER 11-17 17 140S 070E 4301530685 2550 Federal Federal GW S CLEAR CREEK

1



FORM 9 STATE OF UTAH 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER: 

SUNDRY NOTICES AND REPORTS ON WELLS 

Do not use this form for proposals to drill new wells, significantty deepen existing wells below current bottom-hole depth, reenter plugged wells, or to 
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals. 

1. TYPE OF WELL 
OIL WELL D GAS WELL D OTHER Compressor 

2. NAME OF OPERATOR: 

Utah Gas Operating Solutions, LLC 

STATE TX ZIP 77008 I PHONE NUMBER: 

(281) 540-0028 
3. ADDRESS OF OPERATOR: 

1415 North Loop West, STE en-v Houston 

4. LOCATION OF WELL 

FOOTAGES AT SURFACE: 

OTR/OTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: NWNW 33 13S 7E 

ML-1257 
6. IF INDIAN. ALLOTTEE OR TRIBE NAME: 

7. UNIT or CA AGREEMENT NAME: 

Clear Creek 
8. WELL NAME and NUMBER: 

9. API NUMBER: 

10. FIELD AND POOL. OR WILDCAT: 

COUNTY: Carbon 

STATE: 

UTAH 

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA 

TYPE OF SUBMISSION TYPE OF ACTION 

~ D ACIDIZE D DEEPEN D REPERFORATE CURRENT FORMATION 
NOTICE OF INTENT 

(Submij in Duplicate) D ALTER CASING D FRACTURE TREAT D SIDETRACK TO REPAIR WELL 

Approximate date work will start: D CASING REPAIR D NEW CONSTRUCTION D TEMPORARILY ABANOON 

6/1/2015 D CHANGE TO PREVIOUS PLANS III OPERATOR CHANGE D TUBING REPAIR 

D CHANGE TUBING D PLUG AND ABANDON D VENT OR FLARE 

D SUBSEQUENT REPORT D CHANGE WELL NAME D PLUG BACK D WATER DISPOSAL 
(Submit Original Form Only) 

D D D CHANGE WELL STATUS PRODUCTION (START/RESUME) WATER SHUT·OFF 
Date of work completion: 

D D D COMMINGLE PRODUCING FORMATIONS RECLAMATION OF WELL SITE OTHER: 

D CONVERT WELL TYPE D RECOMPLETE· DIFFERENT FORMATION 

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc. 

Please accept this as notice that as of June 1st,2015, Marion Energy, Inc, is resigning as the operator of the "Clear Creek 
Compressor Station" and assigning Utah Gas Operating Solutions, LLC. as the successor of operator. This is in conjunction 
with Utah Gas Operating Solutions, LLC bond number S U 41P334 . 
"Clear Creek Compressor Station" 
Sec 33 13S 7E NWNW 

Date: let (( \ (~ 
Title: vi 

Signature: W~~~~~~'--tP~L.M~-- Date: (, r , ,. lA , or 
Name: PATlZ« .. t..J. ~b..n4.rr Title: kc.f\J'r''' It ... D'J) ~~ (~+.A.C'f' 

NAME (PLEASE It=~-+~~""M_a,--,,<-=--,.,----"-Ikc...:..:::. :::--ll......::J4'(::.=oou.... __ _ 

SIGNATURE--"HLJ!U""_"""'~:""IC!!!=-...JMIIICIo .. 1:=-.... .Mi~:..:II""_"IIIII;i/ _________ _ 
TITLE ,.....~.....".~N=T'=--.. _~=,=eI\\.=..:....1i1>.a.>I..IIOL...Am~ .. EJAL1.lAkr1:=-:~"'I:.-J--=-t:Ac..r 

~ - 'i".~, C DATE 

(This space for State use only) 

APPRO'VED 
(5/2000) (See Instructions on Reverse Side) 

JUL 09 2015 
. ~ OIL GAS & MINING _ 

BY; ~o en Q Q t<\rl t...t\O... 

STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
ML-1257

6. IF INDIAN, ALLOTTEEOR TRIBE NAME
SUNDRY NOTICESAND REPORTS ON WELLS

7. UNIT or CA AGREEMENT NAME:
Do not use this form for proposals to drill new wells, significantlydeepen existing wells below current bottom-hole depth, reenter plugged wells, or t° Clear Creekdrill horizontal laterals. Use APPLICATIONFOR PERMIT TO DRILL form for such proposals.

1. TYPE OF WELL
OIL WELL GAS WELL OTHER Compressor 8. WELLNAMEand NUMBER:

2. NAMEOF OPERATOR: 9. API NUMBER:

Utah Gas Operating Solutions, LLC
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:
1415 North Loop West, STE y Houston STATE TX ZIP77008 (281) 540-0028

4. LOCATIONOF WELL

FOOTAGESAT SURFACE: COUNTY: Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:NWNW 33 13S 7E STATE:

UTAH

19. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICEOF INTENT

(Submit in Duplicate) ALTERCASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart: CASINGREPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

6/1/2015 CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGETUBING PLUG ANDABANDON VENT OR FLARE

O SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION (START/RESUME) WATER SHUT-OFF
Date of work completion:

COMMINGLEPRODUCINGFORMATIONS RECLAMATION OF WELLSITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

Please accept this as notice that as of June 1st,2015, Marion Energy, Inc. is resigning as the operator of the "Clear Creek
Compressor Station" and assigning Utah Gas Operating Solutions, LLC.as the successor of operator. This is in conjunction
with Utah Gas Operating Solutions, LLCbond number du dr3W .

"Clear Creek Compressor Station"
Sec 33 13S 7E NWNW

Marion Ener

Signat e: Date:

Name: UA, Title:

S

ganha

u e:

r tion LLC

Date: i Nt

NAME(PLEASE INT) TITLE A& 4

SIGNATURE DATE

(This space for State use only)

APPROVED
(5/2000) (See Instructions on Reverse Side)

JULO9 2015
OlL GAS &



FORM 9 STATE OF UTAH 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER: 

SUNDRY NOTICES AND REPORTS ON WELLS 

Do not use this form for proposals to drill new weUs, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to 
drill horizonlallaterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals. 

1. TYPE OF WELL 
OIL WELL D GAS WELL III OTHER ______________________ ___ 

2. NAME OF OPERATOR: 

Marion Energy, Inc 

STATE TX ZIP 77008 
I PHONE NUMBER: 

I (281) 540-0028 
3. ADDRESS OF OPERATOR: 

1415 N Loop W. STE 1250 CITY Houston 

4. LOCATION OF WELL 

FOOTAGES AT SURFACE: 

OTRIOTR. SECTION. TOWNSHIP. RANGE. MERIDIAN: 

ML-1257 
6. IF INDIAN. ALLOTTEE OR TRIBE NAME: 

7. UNIT or CA AGREEMENT NAME: 

Clear Creek Unit 
8. WELL NAME and NUMBER: 

9. API NUMBER: 

10. FIELD AND POOL. OR WILDCAT: 

Helper Field 

COUNTY: 

STATE: 

UTAH 

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA 

TYPE OF SUBMISSION TYPE OF ACTION 

12l D ACIDIZE D DEEPEN D REPERFORATE CURRENT FORMATION 
NOTICE OF INTENT 

(Submit in Duplicate) D AlTER CASING D FRACTURE TREAT D SIDETRACK TO REPAIR WELL 

Approximate date work will start: D CASING REPAIR D NEW CONSTRUCTION D TEMPORARILY ABANDON 

6/1/2015 D CHANGE TO PREVIOUS PLANS III OPERATOR CHANGE D TUBING REPAIR 

D CHANGE TUBING D PLUG AND ABANDON D VENT OR FLARE 

D SUBSEQUENT REPORT D CHANGE WELL NAME D PlUG BACK D WATER DISPOSAL 
(Submit Original Fonn Only) 

D D D CHANGE WELL STATUS PROOUCTION (START/RESUME) WATER SHUT-OFF 
Date of work completion: 

D D D COMMINGLE PRODUCING FORMATIONS REClAMATION OF WELL SITE OTHER: 

D CONVERT WELL TYPE D RECOMPLETE - DIFFERENT FORMATION 

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates. depths. volumes. etc. 

As of June 1 st, 2015, Marion Energy, Inc. resigns as Operator over its former Clear Creek Unit and Helper Field assets. In 
conjunction with this reSignation, Utah Gas Operating Solutions, LLC. will be taking over as the Successor Operator upon your 
approval. Please refer to all documents submitted by Utah Gas Operating Solutions, LLC. as successor unit operator and on 
behalf of Marion Energy, Inc_ regarding this change. 

Please see the attached Appendix A below for a complete well and facility list that will be transferred upon governing approval. 
As the Vice President of Marion Energy, Inc. I ask that you accept this letter as Marion Energy's official resignation and request 
to transfer operating rights to Utah Gas Operating Solutions, LLC_ 

S;9
naP9-

Doug FI nery 
Vice President 

~'~~t-T ~~rr 
SIGNATURE w~ 

(This space for State use only) 

Date: Co /,, /I:j 

TITLE 

DATE 

APPROVED 
(5/2000) (See Instructions on Reverse Side) JUL 09 2015 

DIV. OIL GAS & MINING 

BY: @ncb, 51 Q rt\JdJ..C\9.. 

STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
ML-1257

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN,ALLOTTEEOR TRIBE NAME:

7. UNITor CA AGREEMENT NAME:
Do not use this form for proposals to drillnew wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to Clear Creek Unitdrillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for such proposals.

1. TYPE OF WELL 8. WELLNAMEand NUMBER:
OIL WELL GAS WELL OTHER

2. NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDANDPOOL, OR WILDCAT:

1415 N Loop W, STE 1250 an Houston TX ZIP77008 (281) 540-0028 Helper Field
4. LOCATION OF WELL

FOOTAGES ATSURFACE: COUNTY:

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:

UTAH

ii. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICEOF INTENT

(Submit in Duplicate) ALTER CASING O FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEWCONSTRUCTION TEMPORARILYABANDON

6/1/2015 CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUGANDABANDON VENTOR FLARE

O SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

O CHANGEWELL STATUS PRODUCTION(START/RESUME) WATERSHUT-OFF
Date of work completion:

O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

As of June ist, 2015, Marion Energy, Inc. resigns as Operator over its former Clear Creek Unitand Helper Field assets. In
conjunction with this resignation, Utah Gas Operating Solutions, LLC.will be taking over as the Successor Operator upon your
approval. Please refer to all documents submitted by Utah Gas Operating Solutions, LLC.as successor unit operator and on
behalf of Marion Energy, Inc. regarding this change.

Please see the attached Appendix A below for a complete well and facility list that will be transferred upon governing approval.
As the Vice President of Marion Energy, Inc. I ask that you accept this letter as Marion Energy's officialresignation and request
to transfer operating rights to Utah Gas Operating Solutions, LLC.

Signat e: Date:

Doug FI nery
Vice President

NAME(PLEASE INT) TITLE

SIGNATURE DATE

(This space for State use only)

APPROVED
(5/2000) (See Instructions on Reverse Side)

D1V.OlL GAS &



APPENDIX A 

Well List 

Well Name Sec TWN RNG API Status 
ALPINE SCHOOL DIST 3-17 17 130S 070E 4300731182 A 
KENILWORTH RAILROAD 9-1 16 130S 100E 4300731172 LA 
JACOB 5-5 5 140S 070E 4300731190 LA 
JACOB 4-8 5 140S 070E 4300731191 LA 
OMAN 2-31 30 130S 070E 4300731246 LA 
OMAN 3-32 29 130S 070E 4300731247 LA 
MADSEN 11-20 19 130S 070E 4300731297 LA 
OMAN 7-19 19 130S 070E 4300731298 LA 
WOOLSEY 3-31 31 130S 070E 4300731305 LA 
OLD RAIL ROAD GRADE 17-1 17 130S 100E 4300731354 LA 
KENILWORTH WASH 18-1 18 130S 100E 4300731355 LA 
ALRAD CYN 13-1 13 130S 100E 4300731357 LA 
CORDINGLY CYN 15-6 15 130S 100E 4300731416 LA 
RIDGE RUNNER 7-20 20 140S 070E 4301530681 LA 
RIDGE RUNNER 8-19 20 140S 070E 4301530682 OPS 
RIDGE RUNNER 2-18 17 140S 070E 4301530683 OPS 
UTAH FUEL 10 5 140S 070E 4300716016 P 
RIDGE RUNNER 13-17 17 140S 070E 4301530269 P 
UTAH FUEL 1 5 140S 070E 4300716009 PA 
UTAH FUEL 2 32 130S 070E 4300716010 PA 
UTAH FUEL 3 32 130S 070E 4300716011 PA 
UTAH FUEL 4 30 130S 070E 4300716012 PA 
UTAH FUEL 5 31 130S 070E 4300716013 PA 
UTAH MINERAL STATE 29 130S 070E 4300730102 PA 
BALLPARK CYN 17-2 16 130S 100E 4300731169 PA 
KENILWORTH RAILROAD 15-4 16 130S 100E 4300731170 PA 
BALLPARK CYN 16-2 16 130S 100E 4300731171 PA 
CORDINGLY CYN 10-1 15 130S 100E 4300731173 PA 
BALLPARK CYN 16-2X 16 130S 100E 4300731207 PA 
UTAH FUEL A-l 6 140S 070E 4301516021 PA 
OMAN 14-20 29 130S 070E 4300731209 RET 
CORDINGLY CYN 2-1 2 130S 100E 4300731236 RET 
SWDl 28 130S 100E 4300731417 RET 
SHIMMIN 33-1 33 120S 110E 4300731431 RET 
SEAMONS 5-8 8 130S 070E 4300731432 RET 
CRITCHLOW 29-1 29 120S 110E 4300731433 RET 
RADAKOVICH 12-5-1 5 130S 070E 4300731434 RET 
ALLRED 10-1 10 120S 110E 4300731435 RET 
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Well Name Sec TWN RNG API Status
ALPINESCHOOLDIST3-17 17 130S 070E 4300731182 A
KENILWORTH RAILROAD 9-1 16 130S 100E 4300731172 LA
JACOB5-5 5 140S 070E 4300731190 LA
JACOB4-8 5 140S 070E 4300731191 LA
OMAN2-31 30 130S 070E 4300731246 LA
OMAN3-32 29 130S 070E 4300731247 LA
MADSEN11-20 19 130S 070E 4300731297 LA
OMAN7-19 19 130S 070E 4300731298 LA
VVOOLSEY3-31 31 130S 070E 4300731305 LA
OLDRAILROADGFukDE17-1 17 130S 100E 4300731354 LA
KENILVVORTHMULiH18-1 18 130S 100E 4300731355 LA
ALFULDCYN13-1 13 130S 100E 4300731357 LA
CORDINGLYCYN15-6 15 130S 100E 4300731416 LA
RIDGERUNNER7-20 20 140S 070E 4301530681 LA
RIDGERUNNER8-19 20 140S 070E 4301530682 OPS
RIDGERUNNER2-18 17 140S 070E 4301530683 OPS
UTAHFUEL10 5 140S 070E 4300716016 P
RIDGERUNNER13-17 17 140S 070E 4301530269 P
UTAHFUEL1 5 140S 070E 4300716009 PA
UTAHFUEL2 32 130S 070E 4300716010 PA
UTAHFUEL3 32 130S 070E 4300716011 PA
UTAHFUEL4 30 130S 070E 4300716012 PA
UTAHFUEL5 31 130S 070E 4300716013 PA
UTAH MINERAL STATE 29 130S 070E 4300730102 PA
BALLPARKCYN17-2 16 130S 100E 4300731169 PA
KENILM/ORTHRAILROAD15--‡ 16 130S 100E 4300731170 PA
BALLPARKCYN16-2 16 130S 100E 4300731171 PA
CORDINGLYCYN10-1 15 130S 100E 4300731173 PA
BALLPARKCYN16-2X 16 130S 100E 4300731207 PA
UTAHFUELA-1 6 140S 070E 4301516021 PA
OMAN14-20 29 130S 070E 4300731209 RET
CORDINGLYCYN2-1 2 130S 100E 4300731236 RET
SVVD1 28 130S 100E 4300731417 RET
SHIMMIN33-1 33 120S 110E 4300731431 RET
SEAMONS5-8 8 130S 070E 4300731432 RET
CRITCHLOVV29-1 29 120S 110E 4300731433 RET
RADAKOVICH12-5-1 5 130S 070E 4300731434 RET
ALLRED10-1 10 120S 110E 4300731435



RADAKOVICH 12-5 5 130S 070E 4300731436 RET 
SEAMONS 5-8-2 8 130S 070E 4300731437 RET 
WOOLSEY 3-31-1 31 130S 070E 4300731438 RET 
ALLRED 13-1 13 120S 110E 4300731439 RET 
JACOB 5-5 5 140S 070E 4300731513 RET 
UTAH FUEL 8 19 130S 070E 4300716015 S 
OMAN 2-20 20 130S 070E 4300730289 S 
KENILWORTH RR #1 16 130S 100E 4300731006 S 
KENILWORTH RR #2 16 130S lOOE 4300731007 S 
BALLPARK CANYON #1 16 130S 100E 4300731015 S 
CORDINGLY CYN 15-2 15 130S 100E 4300731064 S 
CORDINGLY CYN 15-1 15 130S 100E 4300731065 S 
CORDINGLY CYN 11-1 11 130S 100E 4300731070 S 
CORDINGLY CYN 15-5 15 130S 100E 4300731167 S 
KENILWORTH RAILROAD 15-3 16 130S 100E 4300731168 S 
ALPINE SCHOOL DIST 6-17 17 130S 070E 4300731181 S 
OMAN 10-29 29 130S 070E 4300731210 S 
KENILWORTH RR I-A 16 130S 100E 4300731229 S 
RIDGE RUNNER 11-20 20 140S 070E 4301530271 S 
RIDGE RUNNER 1-30 20 140S 070E 4301530680 S 
RIDGE RUNNER 2-19 17 140S 070E 4301530684 S 
RIDGE RUNNER 11-17 17 140S 070E 4301530685 S 

Facility List 

Clear Creek Compressor Station 33 13S 7E 

RADAKOVICH12-5 5 130S 070E 4300731436 RET
SEAMONS5-8-2 8 130S 070E 4300731437 RET
VVOOLSEY3-31-1 31 130S 070E 4300731438 RET
ALLRED13-1 13 120S 110E 4300731439 RET
JACOB5-5 5 140S 070E 4300731513 RET
UTAHFUEL8 19 130S 070E 4300716015 S
OMAN2-20 20 130S 070E 4300730289 S
KENILVVORTHRR#1 16 130S 100E 4300731006 S
KENILVVORTHRR#2 16 130S 100E 4300731007 S
BALLPARKCANYON#1 16 130S 100E 4300731015 S
CORDINGLYCYN15-2 15 130S 100E 4300731064 S
CORDINGLYCYN15-1 15 130S 100E 4300731065 S
CORDINGLYCYN11-1 11 130S 100E 4300731070 S
CORDINGLYCYN15-5 15 130S 100E 4300731167 S
KENILWORTH RAILROAD 15-3 16 130S 100E 4300731168 S
ALPINESCHOOLDIST6-17 17 130S 070E 4300731181 S
OMAN10-29 29 130S 070E 4300731210 S
KENILVVORTHRR1-A 16 130S 100E 4300731229 S
REDGERUNNER11-20 20 140S 070E 4301530271 S
RIDGERUNNER1-30 20 140S 070E 4301530680 S
RIDGERUNNER2-19 17 140S 070E 4301530684 S
RI]DGERUNNER11-17 17 140S 070E 4301530685 S

Facility List

Clear Creek Compressor Station 33 13S
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